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CONDENSED CONSOLIDATED INCOME STATEMENT

AR A e &

FOR THE SIX MONTHS ENDED 30 JUNE 200/

Bz —FEF+LFNA=FTHINEA

The Board of Directors (the “Directors”) of Forefront Group Limited

(the “Company’| reports the unaudited consolidated interim results

of the Company and its subsidiaries (collectively referred to as the

"Group’| for the six months ended 30 June 2007 as follows:

BOEBEERAR([Faf)Egxe ([H
BE ) EUHERAQRREWMB AR (5HE
[F%KE)BE-_"FTLFA=THLR
BERZAEEZGATHMERNT:

Six months ended 30 June

BERB=+HLKXEA
2007 2006
—EZTLEHF —EERF
HK$’000 HK$'000
TExT FAT
Note  (Unaudited) (Unaudited)
B 5% (RiBER) (REFEZ)
Turnover S 2 39,916 48,462
Cost of sales and services $HE &R KA (32,729) (41,559)
Gross profit E 7 7,187 6,903
Other income H g A 2,185 1,186
Distribution and selling expenses DHENREERX (1,446) (506)
General and administrative expenses —RITE A (22,862) (20,803)
Changes in fair value of RERIREATFE
financial assets at fair BV BEEEN
value through profit or loss N EEE (5,835) -
Loss from operations LA 3 (20,771) (13,220)
Finance costs B & A A (649) (369)
Loss before taxation & B4 B S 48 (21,420) (13,589)
Taxation GE] 4 - -
Loss for the period BAEE (21,420) (13,589)
Attributable to: AT ARG
Equity holders of the parent BRAFRERA A (21,420) (13,589)
Minority interests DB RE S - -
(21,420) (13,589)
Dividend [gs) - -
Loss per share — basic [HK cents) BREE - EX (BI) 5 (3.16) (3.12)

Forefront Group Limited BHEEEAFRAF



CONDENSED CONSOLIDATED BALANCE SHEET

BHSREEERER

AS AT 30 JUNE 200/
R-ZFEZE+FNA=1H

As at As at
30 June 31 December
2007 2006
HK$’000 HK$'000
Note (Unaudited) [Audited)
R-EBEEEFE R-_ZZ T
ANB=+H +t—A=+—H
THExT FET
B & (RETFER) (L&EZ)
Non-current assets ERBEE
Property, plant and equipment mE - -WE REH 7 3,392 3,524
Investment securities HEESH 8 - -
3,392 3,524
Current assets mEEE
Financial assets at fair value through REREEAFEREZ
profit or loss s EE 9 85,950 -
Inventories FE 32,879 30,355
Trade and other receivables JEWE SR AR
H b e Uk R 10 15,661 18,414
Pledged deposits BHEIPF R 11 558 558
Bank balances and deposits held in o #RIT&F K& LR P 175K
broker account 45,350 6,262
Interests in unconsolidated subsidiaries #F{EHERKEEE
held for sale NS RNET oy e 3(a) - 48,174
180,398 103,763
Current liabilities B R R
Trade and other payables FE 2 5 R 30 & H Aty F& A5 5R0B 12 19,464 30,089
Amounts due to unconsolidated FERFELER
subsidiaries held for sale RERE MY B~ B FRIE 3(a) - 52,539
19,464 82,628
Net current assets RBEERH 160,934 21,135
Total assets less HEHERRDAR
current liabilities 164,326 24,659
Net assets RESH 164,326 24,659
Capital and reserves B & R 6 (i
Share capital N 13 114,929 43,577
Reserves (ERE] 49,397 (13,535)
Reserve attributable to interests in BIELERKRES
unconsolidated subsidiaries B B8 R B 4 2 PR A R 18
held for sale - (5,383)
Equity attributable to equity holders of B R BIREFE A
the parent JE 1 % e 164,326 24,659
Minority interests DB R E =S - -
Total equity B E 164,326 24,659

Interim Report 2007 FHIE &



CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

i A

4T R R RE

== N\ 7/

= a4 @J i%

FOR THE SIX MONTHS ENDED 30 JUNE 200/
HE-_EET+FENA=FHIENEAR

Six months ended 30 June 2007 (Unaudited)
BESSLEAASHALAEA (REFH)

Share Capital  Cumulative
Share Share option Capital redemption translation Accumulated Minority Total
capital  premium reserve reserve reserve reserve deficit Total  interests equity
k% RRR BREGH REGH RIMERR AHERGH RN @it JHBRER RiteE
HK$’000  HK$'000  HKS$’000  HK$'000  HKS$'000  HK$’000  HK$'000  HK$’000  HK$'000  HK$000
FRL TRT FRL TRT TR TRT TR T FRT T
Beginning of period G| 43,577 235,491 - 10,482 1,173 (5,381) (260,683) 24,659 - 24,659
[note]
Issue of shares fo AREA
Subscriber BORHM 68,000 85,842 - - - - - 153,842 - 153,842
Issuance cosfs of shares R A KT
issued to Subscriber Bin 2 A - (6,935) - - - - - (6,935) - (6,935)
Issue of shares fo ABM AR EE{THRH
(note 3(b)) (GEX{L) 3,352 3,788 = = = = = 7,140 = 7,140
Option granted fo mEIRELE
Mr. Jerry Liv RihmkE
[note 14] (W5 14) = = 1,612 = = = = 1,612 - 1,612
Disposal of inferess in HEBEHER
unconsolidated AERHE
subsidiaries held DA EE
for sale (note 3(a)) (GERIE)) - - - - - 5,383 - 5,383 - 5,383
Translation adjusiments ERAE - - - - - 45 - 45 - 45
Loss for the period BAER - - - - - - (21420 (21,420 - (21,420)
End of period o 114,929 318,186 1,612 10,482 1,173 47 (282,103) 164,326 - 164,326
Note: Cumulative translation reserve as at 1 January 2007 included a M —ZZ+F-A-BENRFELRFERERE
debit amount of HK$5,383,000 which is attributable to interests in LB EHEZ R RAMNB AR R EE#ER

unconsolidated subsidiaries held for sale and a credit amount of
HK$2,000 which is attributable to interests in a subsidiary

incorporated in Mainland China.

X BR#E5,383,00078 JT LA B FE {5 7 B A3 5E
T SZ B B8~ Bl s AV HE AR BB 2,0008 JT »

Six months ended 30 June 2006 (Unoudned)
BE-ZE EAAZTRLENER (REET

Share Capital ~ Cumulative

Share Share opfion Capital ~ redemption franslation  Accumulated Minority Tofal

capial premium reserve reserve reserve reserve deficit Toal inferests equity

e RhEE  BRERE BARE EAEDEE ZHENEG B i SERRER heea

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

TEL FTEL FTAL FTEL FTEL FTEL FTEL TEL FTER TER

Beginning of period k) 43,577 235,491 - 10,482 1,173 (5,383 (235,931] 49,409 - 49,409

Loss for the period BRER - - - - - - (13,589 (13,589 - (13,589

End of period B 43,577 235,491 - 10,482 1,173 [5,383] (249,520 35,820 - 35,820
Forefront Group Limited BHEEEAFRAF



CONDENSED CONSOLDATED CASH FLOW STATEMENT

BRGARTMER

FOR THE SIX MONTHS ENDED 30 JUNE 200/

BE—FZTLFNA=F+HINEA

Six months ended 30 June
#EXNA=+HIAEA

2007 2006
—BBEFE —TISA
HK$’000 HK$'000
TR TR

(Unaudited) (Unaudited)
(REER) (REEEZ)

Net cash used in operating activities

Net cash (used in) generated from
investing activities

Net cash generated from (used in)
financing activities

Increase (Decrease) in cash and
cash equivalents

Cash and cash equivalents
at beginning of period

Effect on cumulative translation
adjustments

Cash and cash equivalents
at end of period

Analysis of cash and
cash equivalents:
Bank balances and deposits
held in a broker account
Pledged deposits

BEXRBFRARESA
REED (MA) MERESHR

MEEZBRE (A RAeSA

ReRBeERERMAMGRD)

MMZzBeRASERY

RHERARZEE

MRZBEERIAGERY

BeRAeERMSH:

BITRERRERLRRER

FEAHER

(15,645) 4,786)
(92,213) 1,042
146,907 (43,226)
39,049 (46,970}
6,820 64,279
39 -
45,908 17,309
45,350 16,751
558 558
45,908 17,309
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

i A

iz e WA W E

FOR THE SIX MONTHS ENDED 30 JUNE 200/

#

E-EELFNA=FHIUNEA

STATEMENT OF COMPLIANCE AND
ACCOUNTING POLICIES

These inferim condensed consolidated financial statements have
been prepared in accordance with the applicable disclosure
requirements of Appendix 16 to the Rules Governing the Listing
of Securities on the Stock Exchange of Hong Kong Llimited
("Listing Rules’), Hong Kong Accounting Standard ("HKAS")
other relevant HKASs and
Interpretations and Hong Kong Financial Reporting Standards
("HKFRSs") issued by the Hong Kong Institute of Certified
Public Accountants ("HKICPA").

34 "Interim Financial Reporting”,

The accounting policies used in the preparation of these
unaudited interim condensed consolidated financial statements
are consistent with those used in the Group'’s audited financial

December 2006. The

adoption of the new/revised HKFRSs that are relevant to the

statements for the year ended 31

Group and effective from the current period did not have any
significom effect on the financial position or performonce of

the Group.

B EA RSB ER

HEERAZET MM B RRDBRETE
BHEeRXRSMABRARESZ EHAA
([EHHA) M8+ 2 BERTER
E-UREEEENAS ([HERE
Ma®])BimzEESER ([F#
EetEA ) F34AR [P BHHRE | R
HiHEEL ST RRE URE
BUBHRELER ((ERMBEEE
R i #R &

B EREEZE RS P B R
R ZETBHREAKEEEE-F
ERF+ A=t RLFELEZRM
BHREMEBEER B -RANXFE
ARAEERERNBBERZHE K
(BRI 2 BARMBREEANHAEE 25
BRAXKRRALBEATFE-

8
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

STATEMENT OF COMPLIANCE AND
ACCOUNTING POLICIES (continued)

Impact of issued but not yet effective HKFRSs

The HKICPA has issued a number of new and revised HKFRSs
that are not mandatory for these condensed consolidated
financial statements. The Group has not early adopted these
HKFRSs and expects that the adoption of them will not have
any significant impacts on the Group's condensed consolidated

financial statements in the periods of the initial adoption.

Taiwan Subsidiaries

As explained in previous interim reports and annual reports of
the Company, the Group has lost control in the operation of
its subsidiaries in Taiwan since early 2005, namely Forefront
International Automotive Limited, Sunshine Credit Limited and
U-Drive Smart Card Company Limited (collectively referred to
as "Taiwan Subsidiaries’]. Although the Company has
regained control in June 2005, the books and records of the
Taiwan Subsidiaries were found not sufficient to prepare the
financial statement and consolidation into the consolidated
accounts of the Group for these years interim results and
annual reports of year 2004, 2005, 2006 and for the period
from January 2007 to the date of disposals of Taiwan

Subsidiaries as described below.

AR E SRR W e

FOR THE SIX MONTHS ENDED 30 JUNE 200/

BE—FZTLFNA=F+HINEA

BHHEPAREERER o)

CRMBERERZEFRMBEESER
Ee

FAEGFEAE D EM — K5I R
JttvﬁaﬁEﬂ%%éﬁﬂ‘%i&%%}mﬁﬁzé?ﬁﬂﬁﬁ
{ER] 2 B AW HMmEEH - A EE I &
RERMILSEEVHRESER LA
HRME SEAS TS U AEBEN S
R FENBEZ EREEMHRE
BRERMEATZE-

BEMELR

BARBNBER YRS RF R
AEEB _TERFYERELENB
~E R BERAIERDAERAR B
MBEBRDERARRERTEERAR
~E (i REMBAR]) 28=E
HE-ADREN —_TEERAFAAEHN
EUSZEHIHE - e EM B AR Z kA
MRS RIAREREAEEZEFE
—ZREN —RTRAR_TERFZF
BRPHMEREARE-_TTLF-—AE
TIREMBAREE R IFHE 3
B UWREAFALEEGAIKRE
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I\IOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

i A

re B HRARM

FOR THE SIX MONTHS ENDED 30 JUNE 200/

E=E

—EE+FENA=FHIENEA

STATEMENT OF COMPLIANCE AND
ACCOUNTING POLICIES (continued)

Taiwan Subsidiaries (continved)

On 30 December 2006, the Company had entered into a
sale and purchase agreement with an independent third party
to dispose of the entire interests in Taiwan Subsidiaries. The
fransaction was completed on 30 March 2007. Because of
the reason mentioned above, it is not possible for the Group
fo ascertain the exact amount of assets and liabilities of the
Taiwan Subsidiaries at disposal as well as their results for the
period up to disposal. Further information was detailed in
note 3(a). The results of the Taiwan Subsidiaries for the period
from 1 January 2007 up to the date of disposal were excluded
from the Group's condensed consolidated income statement
for the period ended 30 June 2007. Whilst the Directors
consider that the exclusion of these subsidiaries is the best
way of presenting the Group's financial position and the results
for the period in the circumstance, the reason for the exclusion
is not one of the reasons as provided in HKAS 27
"Consolidated and Separate Financial Statements” and, in
this respect, the interim financial statements are not in

compliance with HKAS 27.

The unaudited condensed consolidated financial statements
have been reviewed by the Audit Committee, and by the
auditors, Mazars CPA Limited, in accordance with Hong Kong
Standard on Review Engagement 2410 "Review of Interim
Financial Information Performed by Independent Auditors of
the Entity” issued by the HKICPA. The Company’s auditors
have reached a qualified review conclusion based on the
non-compliance of HKAS 27 and the unavailability of
information in respect of the interests in Taiwan Subsidiaries

up to the date of disposal as mentioned above.

BHHEPAREERER o)

(#%&)
$+ A=+H Axpa#a
FEIN—HEBEWHZE U
TBARE2HER RH5ERZ
FZAZ+AZK -ERLAR

B AEBEIWREEELEMNBE QAR
ﬁ%ﬁZﬁﬁﬁﬁﬁﬂﬁﬁﬁﬁM&é
B A EHEHMNEL-B
EZﬁﬂ#%ﬁ%Wﬁﬂm SEW%
ARAEZEELF—A—HELE
i%ﬁz%ilﬂﬁA$$.@i—7
TLFEXRNA=-THLESEZEREEK
mECBMAEFTRAE LMBR T
ALNERB AR ZEER2VAERE
N B REE 2 &RERN TG
AZELRIEENERTIERT BT E
B 275 TR A MBI M BHRE] TR

| % of
oo B |3
\b,

i UL
|H>

E%MHEHI

DAY IR
i

EREHZ— it s M BERE
WEEBTELBGTERE 275

ARECERGRAMBRREBERE
BeEM ULAZBMSESHME
BRBRARRER LGRS RM
MEBERNZREERNFE24105 [HER
B BN RN T MM ER ] &
Blo-ARARZBMEREITAERES
FHERIZE 275 RS Bt B & B # X
ESERAENBLARERERNER
TERAEREBEANENGER-
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NOTES TO THE CONDENSED CONSOLDATED FINANCIAL STATEMENTS

2. SEGMENT INFORMATION

Business segment

The Group is principally engaged in the frading of motor
trucks, coaches and vehicles accessories, provision of
motor vehicle repairs and maintenance services and
provision of other motor vehicles related services. An

analysis by business segment is as follows:

= AT &
REA4R & B S R M At
FOR THE SIX MONTHS ENDED 30 JUNE 200/
B2 —FTTELFNA=FHIEANEA

2. 7WEH

BRESE
AEETERESH KECLTR
METRNES R{ETEEEBR
&R KPR L E A B AR B R A
WMEBDBOFMT

Six months ended 30 June 2007 (Unaudited)
BE-SSEEANAZTHLAER (REFK)

Trading of Provision of
trucks, Provision of other motor
coaches repairs and vehicles
and vehicles maintenance related
accessories services services Unallocated Eliminations Total
RE k¥
Btk i i
RESEH# RE#E HftvsE
%5 RERE HARHE *ESE HE @it
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000
TET FTET FTET TET TET FTET
Turnover EXE
Sales fo external customers HINEEPHE 26,596 11,514 1,806 - - 39,916
Inter-segment sales DEEBREE - 1,031 - - (1,031) -
Total turnover B 26,596 12,545 1,806 - (1,031) 39,916
Operating results BEXR
Segment results AEER (273) (6,231) 1,548 (16,464) (21,420)
Taxation IR =
Loss attributable R R B 1L 18
to shareholders (21,420)

Interim Report 2007 hEisRE | |



I\IOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

AR 4R & B I8 & MY 5%

FOR THE SIX MONTHS ENDED 30 JUNE 200/
é@i—??fi/\ﬁ +E.Lt/\{@ﬁ

2. SEGMENT INFORMATION (coniinved)

a. Business segment (confinved)

2. EEH 2

Six months ended 30 June 2006 (Unaudited)
=TRLEAER (REER)

BE_ZTRERA

a. EBE¥IE(E)

Trading of Provision of
trucks, Provision of other motor
coaches repairs and vehicles
and vehicles  maintenance related
accessories services services Unallocated Eliminations Total
B ki
Bk Rt Rt
AETERMA REEE Hih)7E
25 RERBE RS AESHE i @it
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TET TET TET TET THET TET
Turnover ExE
Sales to external customers HINEEFHE 34,248 12,419 1,795 - - 48,462
Inter-segment sales DEEBEEE - 2,520 - - (2,520 -
Total turnover mEEE 34,248 14,039 1,795 - (2,520 48,462
Operating results HERR
Segment resulfs SRER 136 (5,384) 1,648 (9,989 (13,589
Taxation IR -
loss attributable % 3R R 1 B 1B
to shareholders (13,589

12
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NOTES TO THE CONDENSED CONSOLDATED FINANCIAL STATEMENTS

2. SEGMENT INFORMATION (coniinved)

b.

Geographical Segment
The Group's activities are conducted predominantly in
Hong Kong, the People's Republic of China ("Mainland
China”) and previously in Taiwan.

geographical segments is as follows:

AR E SRR W e

FOR THE SIX MONTHS ENDED 30 JUNE 200/
HE_ZEE+FENA=F+HIENEA

2. WEH &

b. #EHMESM
AEEBZREXBETENRBRER
hEARAME ([PEAK])E

An analysis by T HERNBEBETEE KR

DRI

Six months ended
30 June 2007 (Unaudited)
BE_ZZtEXRA=THLKEA

(RBEER)
Mainland
Hong Kong China Taiwan Total
g% hEA a’E #at

HK$’000 HK$’000 HK$’000 HK$’000
FERT FTRET FRT FRET

Turnover ] 37,245 2,671 - 39,916
Segment results ECES (4,313) (4) - (4,317)
[Loss)/ Profit from operations " () /BT (21,486) (701) 1,416 (20,771)
Six months ended
30 June 2006 (Unaudited)
HE_ZZARFEXNAZTHLEAEA
(REEZ)
Mainland
Hong Kong China Taiwan Total
&5 A A =0 | HET
HK$'000 HK$'000 HK$'000 HK$'000
FET FET FET FETT
Turnover EES 46,780 1,682 - 48,462
Segment results DEES (3,359) (161) - (3,520)
loss from operations " EEE (12,722) (498) - (13,220)

Interim Report 2007 FHIE &



I\IOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

DRI E b

FOR THE SIX MONTHS ENDED 30 JUNE 200/
HE-_EET+FENA=FHIENEAR

3. LOSS FROM OPERATIONS 3. BEEBH
Loss from operations has been arrived at after charging:— REBERINIR TS EEAEMR
5
Six months ended 30 June
BEARA=+HLKREA
2007 2006
—EELF ZETRF
HK$’000 HK$'000
FET FAET
(Unaudited) (Unaudited)
(REEX) (REEEZ)
Gain on disposal of unconsolidated HERFELERRES
subsidiaries held for sale (note (a)) M@ ez Was (FisE(a) 1,422 -
Depreciation e 923 185
Staff costs and related expenses BETRHRARMBBERAX 9,622 9,343
Success fee (note (b)) TS (b)) 7,140 3,500
Share-based payment in respect of h 2 IR 12 B8 AR 4 DA R {0
Jerry Liu Option (note 14) TAReRE (HE14) 1,612 -
Notes: F #3
(a) Disposal of Taiwan subsidiaries (a) H:lﬁﬁigmﬂ Y B

Reference is made to the Company's previous annual reports
and cerfain related circulars and announcements. The Company
had entered into an agreement with an independent third party
to dispose of the interests in Taiwan Subsidiaries at a disposal
consideration of HK$54,979,000. The disposal was approved
by independent shareholders and was completed on 30 March
2007. The consideration to be received will be the aggregation
of the estimated tofal cash proceeds of approximately
HK$2,440,000 and the novation of debts due to Taiwan
Subsidiaries of approximately HK$52,539,000.

EFEL2UARTBRENERRETH
E@Lu& N R AR RBIE=T
B BE HEFMBRENBLRN
B HENRERS4,979,000% T o
HERSBIRRILE TR _TT L
FZAZtTHEER-BEBOKES
HEH RS S RIERL R 2,440,000
BLIRENBENBAR ZEREY
FIEH) 52,539,000 7T 2 4270

14
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

3. LOSS FROM OPERATIONS (continued)

(a)

(b)

Disposal of Taiwan subsidiaries (continued)
Due to the reason explained in note 1, the Group is unable to
ascertain the value of the liabilities and assets of Taiwan
Subsidiaries at the time of disposal. The net gain of
HK$ 1,422,000 credited to the income statement as other
income is arrived by deducting the carrying nef book value of
the Taiwan Subsidiaries of approximately HK$48,174,000 and
foreign exchange reserve of approximately HK$5,383,000
relating to the disposal as of the audited accounts of year

2006 of the Group from the disposal consideration.

A&M allotment

Reference is made to the Company's 2006 annual report and
certain circulars and announcements. Pursuant to an engagement
between the Company and Alvarez & Marsal Asia Limited
("A&M"| [note 6[a)), the Company agreed to pay A&M a
success fee which included a cash payment of HK$3.5 million
and the issue of certain amount of new shares of the Company.
A&M assisted the Company to submit a resumption proposal to
the Stock Exchange in June 2006 and the Company successfully
18 April 2007. A provision of HK$3.5
million was accordingly made in June 2006 and was paid in
April 2007. On 18 April 2007, new shares of 33,520,923

were granted to A&M and were fully exercised on the same

resumed frading on

date. The Directors consider the fair value of a share is
HK$0.213 which is the price of allotment on 18 April 2007.
Accordingly, the aggregate fair value of the A&M allotment of
HK$7,140,000 has been charged to the income statement as

general and administrative expenses.

4. TAXATION

Profits tax has not been provided as the Group incurred a loss

for the tax purposes for the period.

5 RAR

FOR THE SIX MONTHS ENDED 30 JUNE 200/

Rz e W R W T

BE—FZTLFNA=F+HINEA

BEBR &

(a)

(b)

HESEMBL® ()

ERMEE Ptz R A& E A8
EREMBARNEERNABERE
EE-REERPAABEMBAZ
Wz F 51,422,000 T H i HER
EMBRBENRBRBKREFELD
48,174,000 T R AEBR _ZTER
FREZRE Y EDEEENINE
EH# 5,383,000 Tt EFTG.

REBERER

EFEZ2HARR _ZEEREEFRLE
TBRE QM- REAR A LR
BMAERAA ([RE]) WERE (o
(a)) » A2 FRE R R E BT 5T Ak B
& BER 3,500,000 7T REITA
RAETHENHR - —Z2TRERX
F - 22 B 15 B) 7R 2% R () Bk 32 P 4R A2 Ik
BEEER MARAR _ZTZLF
MA+NBARNIREEE -ARFR
TEREEXRFARNAEEHHEERB
3,500,000 T KR +FMA
XNZeBE-R_ZZ2LFHA TN
H-BRZEXMLSI3520 92385
B XRARAERTE-EEA/EK
RNFERC21BT AR —FTZL
FOA+NAMESEE- Bt ZEBE
ERTFEHETE7, 140,000 T E W
HRPH—REITRAZNE-

4. BIF

MR AEERPAREHERR B

BN

BB
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I\IOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

i A

re B HRARM

FOR THE SIX MONTHS ENDED 30 JUNE 200/

E=E

5.

—EE+FENA=FHIENEA

LOSS PER SHARE

The calculation of basic loss per share is based on the
consolidated loss attributable to shareholders for the period of
approximately HK$21,420,000 (six months ended 30 June
2006: HK$13,589,000) and on 677,747,000 shares (six
months ended 30 June 2006: 435,772,000 on weighted

average number of ordinary shares in issue during the period.

No diluted loss per share for the six months ended 30 June
2007 was presented as the effect of all potential ordinary

shares is anti-dilutive.

No diluted loss per share is presented for the same period of
year 2006, as the effect of conversion of the convertible
bonds info ordinary shares is not considered since the average
market price of the Company’s shares was substantially lower
than the conversion price during the period. As explained in
the interim report of year 2006, the necessary conditions for
the award of the success fee to A&M have not been met at
30 June 2006 and therefore no contingently issuable ordinary
shares in respect of this success fee have been included in the

calculation of diluted loss per share.

SEREBR
BREXREBERNIZHARREBEGESE
BH21,420,0008 T (BE_ZT X
FRA=ZTHIERMEA:13,589,000%
T7T) REINE #17677,747 0008 (&
EZEETRFEFRAA=THLEREAR:
435,772,000 ) & iA%< hn4EF 19 8
e

HRTBEEBTEARAERBETE
BHE2_ZZ+FA=Z+HIENERLE
mEVNEGREEEE-

HRARABRODR —ZETNFRAPZF
HHEREER R KR E S &
FARATMRES MK ERROY
2 AR _ZTZERFRSETEZIE
R EEHIE H TS RNFRRAREM
M-RZEEARFAA=TAH TEAK
ERCUI SR B & 8O P IR 1 E b
AAEEREEERS RS AFBLE
TR e 2 RABEITERBR
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
AR E SRR W e

FOR THE SIX MONTHS ENDED 30 JUNE 200/

BE—FZTLFNA=F+HINEA

6. RELATED PARTY TRANSACTIONS 6. REALTXH
During the six months ended 30 June 2007, the Group had BHE_ZZLtFAA=FTBHL~EAR"

the following significant related party transactions:—

AEBNEABEALIRSAOT:

Six months ended 30 June
#EXNA=1+HILAKEAR

2007 2006
—EETLSF —ETRE
HK$’000 HK$'000
TR TET
(Unaudited) (Unaudited)
(REER) (RigHEZ)
Alvarez & Marsal Asia Limited (note (a)) ZTEBEB AR A7 (B &F(a))
— Professional fee paid/payable —BR/ENEEER - 5,750
Scania CV AB (note (b)) Scania CV AB (Bt 5% (b))
— Purchases —-BE 23,633 23,329
- Warranty claims received/receivable  — B U, UL AR 78 & & 808 1,826
— Interest expenses paid/payable —BN /BRI X 109 80
— Miscellaneous income — BB WO TE A
received/receivable 467 178
Scania Singapore Pte Ltd [note (b)) Scania Singapore Pte Ltd (Fft 5% (b))
— Purchases and services —BlEREE R
received/receivable R % & A = 25
— Sales —#HE - 311
Notes: B 5
(a) The Company had engaged A&M to provide financial and (@) ARFEERZEBERUMBREER
operational monitoring support, initiate improved controls and BEY®E - SEESRBHEEE@AR
to assist with regards to prudential and corporate governance EEZHEHRCEERFE - ZERQ
issues for the Group. It was disclosed in the announcements HBEE TEBDARAER2ES
that A&M was a connected person by virtue of being an Cosimo Borrellist % K Kelvin Edward
associate of Mr. Cosimo Borrelli and Mr. Kelvin Edward Flynn Flynnse & 2 BAE A+ 1 Z R 2
who together control more than 30% of the voting shares of 30%A Lz R ERRG - Fith #R
A&M, who were then Directors of the Company, therefore, the BILZEBERBEERS-

enfering in the engagements with A&M constituted connected

fransactions.
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I\IOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

i A

re B HRARM

FOR THE SIX MONTHS ENDED 30 JUNE 200/
é@i—ggfi/\ﬁ +E.Lt/\f@ﬁ

6. RELATED PARTY TRANSACTIONS

[continued)

(b)

A&M subsequently ceased to be a connected person to the

Company due to the fact that:

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

Director of the Company, therefore,

constitute a connected transaction.

Scania CV AB ["Seania’) is the principal supplier of the Group
and a holding company of Scania Trade Development AB, a
substantial shareholder of the Company until 4 June 2007 as
its shareholding has fallen to 8.5% on that date. Scania

Singapore Pte Lid is a wholly owned subsidiary of Scania.

PROPERTY, PLANT AND EQUIPMENT
During the six months ended 30 June 2007, the Group invested

approximately HK$785,000 (six months ended 30 June 2006:
HK$497,000) on property, plant and equipment. During the

same period, the Group disposed of certain of its property,

plant and equipment with no aggregate carrying value (six
months ended 30 June 2006: HK$NIl) with a gain on disposal
of approximately HK$2,000 (six months ended 30 June 2006:
gain of HK$98,000).

6.

REALTEZSH &)
TBEERA BERIEARNATRZ
Eﬁ@/\i-

Borrellife &£ B Flynn R £EHER =T F
RNENARTERET IRIEHER
BrBRER_FTERFAA=FT=
H Borrell it £ BFEAR R A EF 2 B
% Mz *‘TEﬁBorreH\?ﬁE&Flynn%
R A E It ?ET%F%ZK
EREEZHEIAL BEAR
;fg/_\iJrﬂﬁﬁZ?Eéﬁ%yﬁﬁ%

(b)  Scania CV AB ([Scanial ) B2 A
W EZ2HER KA Scania Trade
Development ABH)#Z ik A 7l ) 2 & %
& Scania Singapore Pte lid © Scania
Trade Development ABJR & 7R 22 Al &)
IZRREE-_ZTZTLFAM@A
Rz A BRI E8.5% °

MK BB KX E
BHE_TZELFRA=+THIEREAR"
rAEBEME BERRBLRED
785 OOO/’%TE(%ZJ;_YY/\QE/\H_
+E|Jt/\flﬂ 497 OO(L%E)"HHJQ’
AEBHEEETYE BELRB &

HEEENASAT(BEZTT A F
/\)EJ_JFHLt/\T RZHT) MEE
W & /]7%2 O00B T (BEZZTTRF
NA=ZTBIEREAR:$zm98,000%
JT) e
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NOTES TO THE CONDENSED CONSOLDATED FINANCIAL STATEMENTS

8. INVESTMENT SECURITIES

o i/ ==
BERAR A ISR &
FOR THE SIX MONTHS ENDED 30 JUNE 200/
BE—EFE+FNA=1THINEA

8. RBEE"SH
As at As at
30 June 31 December
2007 2006

RoBBLE H-FTTAT
AA=+B t=A=+—H

HK$’000 HK$'000
TET FHET
(Unaudited) (Audited)
(REEER) (LEZ)
Unlisted equity inferests in Taiwan, MREEZIEETRAESR
at cost AR 6,908 6,908
Less: Impairment loss recognised kB R (6,908) (6,908)

9. FINANCIAL ASSETS AT FAIR VALUE

9. RIRBIEBATFEHERZ

THROUGH PROFIT OR LOSS MBEEE
As at As at
30 June 31 December
2007 2006
BR-BBEFE R-_TTRF
NA=+H t-A=+—H
HK$’000 HK$'000
FET TR
(Unaudited) [Audited)
(REER) (gEZ)
— listed equity securities in Hong Kong ~ —&#& LR AFE 5 85,950 -
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
DRI E b

FOR THE SIX MONTHS ENDED 30 JUNE 200/
HE-_EET+FENA=FHIENEAR

10.TRADE AND OTHER RECEIVABLES 10.FE I 32 5 iR #% &t H fih B U
]
As at As at
30 June 31 December
2007 2006

R-BBLE R-TTAT
AAZ=+R +-A=+-H

HK$’000 HK$'000

THET FET

(Unaudited) [Audited)

(REER) (BE%)

Trade receivables B R %R 8,658 10,265
Other receivables HMEKRKRIE

Deposits, prepayments and e ANRER

other debtors H fib & U 3k 18 7,003 8,149

15,661 18,414

As at 30 June 2007 included in other receivables, there was RZZTEZELFXA=+H" EUYScania

an amount due from Scania of approximately HK$426,000 ZRIEEX426 0008 T (ZEERF

(31 December 2006: HK$307,000). (note 6 (b)) +=-A=+—8:307,000% ) - (Ft

FEo(b))
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
AR E SRR W e

FOR THE SIX MONTHS ENDED 30 JUNE 200/
HE_ZEE+FENA=F+HIENEA

10.TRADE AND OTHER RECEIVABLES

[continued)

10.08 Uz 82 5 iR ¥k & H fih BB U
RIE (®)
AEBETEEHEEENT—E=H

The Group grants to its customers credit terms ranging from

to 3 months. The ageing analysis of the trade receivables at ATE-REE SRRV EE BIRE D
the balance sheet date is as follows: T

As at As at

30 June 31 December

2007 2006

R-IESELFE RNZZERF

ANB=E+H +t—A=+—H

HK$’000 HK$'000

THET FET

(Unaudited) [Audited)

(REER) (BE%)

O to under 3 months TENEBBE=18A 8,594 10,257
3 to under & months —E2NEBENEA 140 61
6 to under @ months NETEBNEAR = -
Q to under 12 months NETEBE+ @A 14 56
Over 12 months Bd+ @A 5,509 5,623
14,257 15,997
Less: Provision D e (5,599) (5,732)
8,658 10,265

11.PLEDGED DEPOSITS 1N.FEHER

As at 30 June 2007, bank deposits of HK$558,000 (31
December 2006: HK$558,000) were pledged as collateral
for the Group's bank facilities for performance bond as required

for certain sale contracts mainly on warranty consideration.

R-ETZLFRNA=TH £THFEX
558,000 T (ZETXRF+ A=+
—H:558,000T) ERAMIERSARE
e THEARNMBRENBORER
BRBITEENTERL R
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

AR 4R & B I8 & MY 5%

FOR THE SIX MONTHS ENDED 30 JUNE 200/
HE-_EET+FENA=FHIENEAR

12.TRADE AND OTHER PAYABLES

12,08 1 8 5 IR 5 & H fth FE £
]
As at As at
30 June 31 December
2007 2006

R-BBLE R-TTAT
AAZ=+R +-A=+-H

HK$’000 HK$'000

THET FET

(Unaudited) [Audited)

(REBEFX) (BE%)

Trade payables FE {38 5 1R =X 8,967 14,991
Other payables HtERE

Accrued charges and other creditors EetER N EMERKE 10,497 15,098

19,464 30,089

The ageing analysis of the frade payables at the balance

sheet date is as follows:

ERNESIRFNEE B ZIRER DT
T:

As at As at
30 June 31 December
2007 2006

_vvt$ 73‘/\777/\fﬁ
ANB=+H +t—A=+—8H

HK$’000 HK$'000

T#TT FAET

(Unaudited) (Audited)

(RBEX) (EFEZ)

0 to under 3 months TENEBE =18 A 8,182 13,686
3 to under 6 months =ETNEBENEA 511 1,027
6 to under @ months NENBBENEA 1 -
Q to under 12 months NETHBBA+ @A 2 -
Over 12 months BB+ =@ A 271 278
8,967 14,091

22

Forefront Group Limited BHEEEAFRAF



NOTES TO THE CONDENSED CONSOLDATED FINANCIAL STATEMENTS

AR AR & B A R M =k

FOR THE SIX MONTHS ENDED 30 JUNE 200/

BE—FZTLFNA=F+HINEA

13.SHARE CAPITAL 13.08%&
For the For the
six months ended year ended
30 June 2007 31 December 2006
(Unaudited) [Audited)
BEE-ZZ2tE BE-_TTRE
ANA=+HLERER TZR=+—-HILLEE
(REBER) (EERZ)
No. of Nominal No. of Nominal
shares value shares value
BiA®E mE R 8 8 1
‘000 HK$’000 ‘000 HK$'000
TR T T FEL
Authorised: BE:
Al beginning of period/year 8/ 1,000,000 100,000 1,000,000 100,000
Increase in authorised share capital EE RS AN 9,000,000 900,000 - -
At end of the period/year H/ER 10,000,000 1,000,000 1,000,000 100,000
Issued and fully paid: ERTRARE:
Ordinary shares of HK$0.10 each SRAEECI0EATHLBR
At beginning of the period /year 8/ E9 435,772 43,577 435,772 43,577
Issue of new shares BIIHRG 679,996 68,000 - -
ASM allotment (note 3(b)) ZER# (HFE3(b) 33,521 3,352 - -
At end of the period/year B/ E® 1,149,289 114,929 435,772 43,577

The Company had increased the authorised share capital to
10,000,000,000 shares by 300,000,000 on 30 March
2007 and 8,700,000,000 shares on 29 June 2007.

On 18 April 2007 and 4 June 2007, the Company had
allotted and issued to independent third parties 488,447,736

shares and 19

1,548,000 shares at cash consideration of

HK$0.213 per share and HK$0.260 per share respectively.

RKRAVEERED BN _ZEZ+F=A
= +tHRZZEELF AT NBIEN
300,000,0008% X 8,700,000,000R% A%
7 %2 10,000,000,0008% Bz 17 °

RZZEZLFNA+TNBRER=ZZZLF
ANAMNB ARBRBILE=FREER
B 17 o Bl 488,447,736 &
191,548,000 Hm BHeREH A A
BRO213BILKRERO0.2604 T
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
DRI E b

FOR THE SIX MONTHS ENDED 30 JUNE 200/
é@i—ggfi/\ﬁ +E.Lt/\f@ﬁ

14.SHARE OPTIONS

(a)

(b)

Movement in share option scheme during
the period ended 30 June 2007

On 17 April 2007, a share option was granted to Mr.
Jerry Liu, the former senior advisor of the Company to
subscribe for 10,894,300 new shares at an exercise
price of HK$0.213. The share price at the date of grant
is HK$0.57 per share. The share price at the date of
grant is the Stock Exchange closing price on the trading
day immediately prior to the date of the grant of the
option. At the balance sheet date, no option has been

exercised. The share optfion was fully exercised on 6

August 2007

Fair value of share option and assumptions

The fair value of share option granted under the existing
share option scheme at the grant date was HK$0.148
per share, which is calculated using the Binomial option

pricing model with the following inputs:

Average share price HK$0.213
Weighted average exercise price HK$0.213
Expected volatility 110%
Expected life 1,164 days
Risk free rate 4%

The aggregate fair value of the share option granted to
Mr. Jerry Liv of HK$1,612,000 has been charged to
the income statement as general and administrative

expenses.

14. 5% Bk 1&

(a)

(b)

BE_ZZLEEXA=1+HLH
Fe Bt 8 EE

RZEZLFOA+LH K
N Al Rl = AR B IR B A
EEUZITFEEO2IIBLRE
10,894, 300R% 31 M 17 # B8 A% #E o
REBREZANRERSE
fRO.S7H - BREE AR
BEDREERLBERESBATH
5 ElH?*“FﬁE’JHﬁme %Z ©wE

TS g‘tﬁ/\ﬂ 7N EMEE%UT
o

MEELCFERMBE

R B RRER G BEES S
REmBREXIFESSRRN
0.148% 7T JIIRIE NI EE A=
HAHREERANE:

T IRAE 0.213% 7T
MEFHITEE 0.213% 7T
B BR 1R 110%
BEA B 1,164K
5 [ e ) R 4%

BAVFEFERTEIRELEZ
BT 1,612,000/ T E 5T
A ERAZ —RRITEFEXA-
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15.CONTINGENT LIABILITIES

Alleged agreement on investment in a customer

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

to any specific dates for any further hearing.

Alleged claim for investment lost in the
Company'’s shares

On October 2006, Gains Investment Corporation and & #8
B[R 1n B R A A ("Plaintiffs’) claimed that Yang Kwn San’s
family {"Yang Family’] had defrauded them into acquiring
the Company’s shares while also dissipating Forefront
International Automotive Llimited’s assets. The Plaintiffs sued
the Company, Taiwan Subsidiaries and the Yang Family for
damages of NT$1,520,000 [approximately HK$366,000)
in the Taiwanese court. The Company’s Taiwan legal advisors
advised that the case is pending and no hearing date has

been set.

NOTES TO THE CONDENSED CONSOLDATED FINANCIAL STATEMENTS

AR E SRR W e

FOR THE SIX MONTHS ENDED 30 JUNE 200/

BE—FZTLFNA=F+HINEA

15.8RARK

R—BEFZRENEBRS
REAMEE ([BREE])EBEZEAM
J& A 7 Global Travel Holdings limited
([Global Travel)) ARG 2 2E&
MEBARBAAEREERAR ([
FRERE )N - _F=A+=
AT — B EwmE HRNAE
%818 77 R E R M Global Travellx &
7,800,000§%77: BHAERBE 2%
Rk EEREE M Global Traveli
TZEBEERAAEE-BHAER
BEEERKMRBREEIN—FZS
2,000,000/ Lo A& N B A TER
BEREZGRITHRE L ™MEMZEH
BEEHR ARBAAERBEETE
BETZERBR - REECHEBEBF
AR IFIERE 7,800,000 7T & A&
REE MBI ARERBE MERLAER
EREE ZRREENKR:S
2,000,000 T -AEE £ RE
5,800,000 Tz ABE  LAKHE L
it B &% 15 1 48 77 )9 IR 75 R & Global
TravelZ R BREFIE Ll EERYIFLR
e AR 3 2 IR ERIERR
AREZHMBF WEFEAGEREES
RHAX G EFIEE - RQRWEER
BN EMIEE B HETERE— TR
A2 A e

REAFIRMBREIHEBRMN

“EERFTA-HERRERERNE
BRARRSRHBEBRKROERAA (TK
EADEEEELRE ((BEREK])
HRFZM A A RIARBARRIRG 5
TR T 127 BB R R D AR A A
EF R& AR & EER R LR MR

AR EMB AR R RRIEBFE
1;7?@’#1% ,520,0007T (#)366,000%
L) ARBIZBBERBERKRTEH
RERMARTH BRAIMAAREERBRA
B
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I\IOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

i A

re B HRARM

FOR THE SIX MONTHS ENDED 30 JUNE 200/

EE—

16.

EELFNA=FHIUNEA

POST BALANCE SHEET EVENT

Acquisition of properties
An indirect Who||y-owned subsidior\/, Hostbest Limited, of the
Company had acquired two properties at an aggregate cash

1,000 from an

independent third party. There are two existing tenancy

consideration of approximately HK$29,14

agreements atftached with the properties with total monthly
rental of approximately HK$76,000, expiring on 17 January
2008 and 7 December 2007. The fransaction was completed
on 27 August 2007 and the properties were delivered on the

same day.

Acquisition of interests in a sino-foreign equity
joint venture

The Company’s indirect wholly-owned subsidiary, Great Journey
Limited, had entered into a Sales and Purchase Agreement
with an independent third party to acquire the whole interests
in Natural Harvest Investments Limited ("Natural Harvest’)
on 21 August 2007. Natural Harvest holds 61.25% interests
in Talenteam Development Limited (“Talenteam”) which in
turn holds an 80% interests in a newly set up sino-foreign
equity joint venture. The joint venture is to operate and to own
economic benefits derived from the China Railway Web Portal.
The consideration is HK$80,000,000 under arm’s length
negotiation with the vendor and has been fully paid upon the
completion on 7 September 2007. Also under the joint venture
agreement, Talenteam is exposed to an additional capital
contribution requirement of HK$150 million, which is to be
borne by Talenteam solely. The Company is of the view that
the Company's present copifo\ commitment to the joint venture

is capped at an additional HK$ 150 million.

Investment in a logistic group of companies

Smart Oriental Limited, an indirect wholly-owned subsidiary of
the Company, has entered into an investment agreement with
GColden Fame International Investment Group Llimited (the
"GFIIGL") on 13 September 2007. The total investment is
HK$26.65 million which represents 40% enlarged issued share
capital of the GFIIGL. The GFIIGL is a logistic group of
companies which provides logistics business in Hong Kong

and PRC.

16.f5H A &EIR

W Rl ¥ %
$’AEFEEH§%7§WJ§QETHOS%%T
Limited A B3R 2 KB 429,141,000
TTM— %ﬁ*ﬁiﬁuﬂlﬁ%ﬁﬁE%% 3
EYMERBITAMERLY AHESEY
76,0008 ARIRZEZENF— A+
tARZZEEELFFT_AEAER X

SGR_ZEELFNAZFTEHEK Z
ZMENRE B

KB—RPIraREEER

KA FE 52 EWE R 7 Great Journey
limitedB — BB ILE=ZFR_ZTZ+LF
NAZ+—RITLERAKERAKRES
RAR([BR]) 2 ESNEZ HE-
BABERERREREBRLAA ([EX])
O1.25% s MBARFE —RILILAF
INEEBEDPENBOUEm ZEBEDER
KEREBEREME Z%@‘*T‘Jﬁn“ﬁfa
80,000,000 L i HE F A FEiHE
Er WER-_ZEZTLFNLAELEEK
BER-REBEEEH R BRIVAEREINT
& 150, OOO , 0007 7T+ 1§ B 12 K 98 <2 &
Bo-ARRNRRBARNABRBEEEDE
;éi?%ﬁgﬁ'\]iﬁﬁﬁ%ﬁ%ﬁﬁ
150,000,000 JT °

BER—RXMRLFER

KA fE#E 2B W B 2 R Smart Oriental
limitedf2 S EEIRIEEE B BR A A
(T&EB)R=ZEZLFNA+=RF]
UIREMEREETER20,650,000%
THERSELERS HTRED
40% ° ERA—RURARER TH S
EHREREYRES-
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16.POST BALANCE SHEET EVENT (coninued)

Issue of new shares

New shares of 229,856,000 at HK$0.38 per share were
issued to certain independent third parties on 12 July 2007.
The new shares represented approximately 20% of the

Company's issued share capital as at 30 June 2007.

Zero coupon convertible notes due in 2010

On 10 August 2007 and 16 August 2007, the Company
had issued certain zero coupon convertible notes (the “Notes”)
bearing no interest to certain independent third parties at an
aggregate principal amount of HK$750 million. The Notes
are convertible into ordinary shares of the Company, the whole
or any part of the principal amount outstanding, at conversion
price of HK$0.5 per share and to be matured on 3 December
2010.

On 10 August 2007, the Company has received six conversion
notices from the Notes holders, total amount of HK$150
million, to request for the conversion of the Notes issued. The

Company has then issued a total of 300,000,000 shares at

the conversion price of HK$0.5 per conversion share.

Employee share option

On 10 July 2007, 95,774,065 option shares were granted
to certain employees of the Group. The options were fully
exercised on the same date and the Company received
proceeds of HK$45.9 million.

NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
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BE—FZTLFNA=F+HINEA

16 FEHB&EER »)

RITH K

RZZTLFLA+-H #EEKR0.38
B TR ETEILSE =T %17
229,856,00088 # Iz < #7 Bk A A &7
—ETHFRNRAZTHEBIRAEALY
20%-

—EZ-SHIHNESRETREBRE
RZZEZLFNATHEEZZZTLEN
A+XB AARMEBETBLE=H%
TR % 4% A&750,000,0008 L& T
ZERURKREZER ([RE]) (T&F
B) ZERBAABRARATLAER
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

DRI E b

FOR THE SIX MONTHS ENDED 30 JUNE 200/

Bz —FEF+LFNA=FTHINEA

16.POST BALANCE SHEET EVENT (coninued)

New share option scheme

A new share option scheme was approved by shareholders
on 6 August 2007. Under the new share option scheme, the
Company may grant to Directors and employees of the Group
and any other persons who, in the sole discrefion of the
Board, have contributed or will contribute to the Group. The
maximum of shares to be issued upon exercise of all outstanding
options granted and yet fo be exercised under the new share
option scheme and any other share option scheme of the
Company must not in aggregate exceed 30% of the total
number of shares in issue from time to time. The total number
of shares which may be issued upon exercise of all options to
be granted under the new share option scheme and any other
share option scheme of the Company must not in aggregate
exceed 10% of the shares in issue, the General Scheme Limit,
at the date of the passing of the relevant ordinary resolution.
If any options is to be granted to connected person(s), it must
be approved by independent non-executive directors or
independent shareholders as the case may be. The new share
option scheme will remain in force for a period of 10 vyears

commencing on 6 August 2007.

The subscription price will be determined by the Directors but
shall not be less than the highest of:

[a)  the closing price of the shares as stated in the Stock
Exchange’s daily quotations sheet on the date of the

offer of grant;

(b)  the average closing price of the shares as stated in the
Stock Exchange's daily quotations sheets for the five
trading days immediately preceding the date of the offer

of grant; and

(c)  the nominal value of share.
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16.POST BALANCE SHEET EVENT (coninued)

Acquisition of Leapfly Limited and cancellation of
the acquisition

On 26 July 2007, the Group entered into a S&P agreement
with Z & Z International Llimited, to acquire the entire share
Copifo| of LeopH\/ Limited at a consideration of HK$39 million.
Lleapfly Limited has an option right to own 50% equity interest
in Tianjin Kai Sheng Automobile Service Co. Ltd. Tianjin Kai
Sheng Automobile Service Co. ltd. was established in the
PRC and its scope of business includes the provision of repair
services for automobile and the sales and distribution of Nissan
motor vehicles. The Board considers the proposed acquisition
would allow the Group to widen its business in the PRC and

further develop its automobile business.

Subsequently on 1 August 2007, the parties entered into a
cancellation agreement to cancel the S&P agreement. The
acquisition was then cancelled. The vender has fully refunded
the deposit of HK$11.7 million to the Group upon signing of

the cancellation agreement.

NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
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FOR THE SIX MONTHS ENDED 30 JUNE 200/
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MANAGEMENT DISCUSSION AND ANALYSIS

B E A L K 3 AT

BUSINESS REVIEW

The Company resumed the trading of its shares in the Stock Exchange
of Hong Kong Limited on 18 April 2007 since the suspension of its
trading from 14 May 2004.

As mentioned in the year 2006 annual report of the Company, on
7 December 2006 the Company entered info a subscription
agreement with Wealth Style Limited under which the Company
agreed fo allot and issue not less than 51% and not more than
53.22% of the enlarged issue share capital of the Company, at a
price per share of between HK$0.213 and HK$0.2293, thereby
raising between HK$100 million and HK$104 million. The
subscription was completed on 18 April 2007 and 488,447,736
shares were issued at HK$0.213 per share. The Company received
net proceeds of approximately HK$98.5 million from the subscription
for the Group's general working capital, to development of service
centers and exhibition halls in PRC and possible development of an

auto-leasing business in the PRC.

Since the resumption of trading of its shares and the aboard of the
new management, the Company's shares were traded actively in
the market with favorable prices, by Toking this opportunity, the
Company carried out a series of corporate exercises fo increase
the Group's general working capital and ability to invest on the

Company's activities related investments and projects.

On 23 May 2007, by top-up placing, the Company through a
placing agent to place 191,548,000 shares to independent
investors at the placing price of HK$0.26 per share, the placing
completed on 4 June 2007, the Company received a net proceeds
of opproximofe|\/ HK$48.4 million from the subscripﬁon which were
intfended to be used for working capital and seftlement of remaining
balance of investment costs to complete the incorporation of a

subsidiary in Shenzhen.
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MANAGEMENT DISCUSSION AND ANALYSIS

At an Extraordinary General Meeting of the shareholders of the
Company held on 29 June 2007, shareholders, by special resolution,
approved the change of the English company name from “Forefront
International Holdings Limited” to “Forefront Group Limited” and
adopt "@AEBBR AR as its new Chinese name for
identification purpose in order to align the Company's objective to
further develop its motor vehicle business and reflect the
management’s genuine wish to enhance the fruitful results for the

benefit of the shareholders.

At the same meeting, the shareholders of the Company also approved
the increase in the authorized share capital of the Company from
HK$130,000,000 divided into 1,300,000,000 share to
HK$1,000,000,000 shares by the creation of additional
8,700,000,000 unissued share of HK$0.1 each. The increase is

to accommodate future expansion and growth of the Group.

On 3 July 2007, the Company entered into a placing agreement
on a fully underwritten basis, through a placing agent, to place
229,856,000 shares to independent investors at placing price of
HK$0.38 per share, the 229,856,000 new shares were issued by
the Company under the issue mandate. The subscription was
completed on 12 July 2007. The Company received net proceed
from the subscription of approximately HK$85 million and would
be used for general working capital and/or development of mass

fransit fransportation, logistics and related business investments.

On 9 July 2007, the Company entered into placing agreements
through a placing agent to place, on underwritten basis, HK$150
million and on best effort basis to place HK$600 million convertible
nofes. The convertible notes mature dated on 3 December 2010
and at a conversion price of HK$0.5 per share. These placings
were approved by an Extraordinary General Meeting of the
Company held on 6 August 2007, the Company issued HK$150
million and HK$600 million convertible notes on 10 August 2007
and 16 August 2007 respectively of which HK$ 150 million had
been converted into the Company’s shares on 10 August 2007.

B E A L K 3 AT
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MANAGEMENT DISCUSSION AND ANALYSIS

B E A L K 3 AT

With the intention of the Group to widen its business in the PRC
and further develop its automobile business. On 26 July 2007,
Crown Creation Limited, an indirect wholly-owned subsidiary of the
Company, entered info a sale and purchase agreement to purchase
entire issue share capital of leapfly Llimited at a consideration of
HK$39 million. leapfly Llimited is an investment holding company
which holds an option to purchase 50% equity inferest in registered
capital of Tianjin Kai Sheng Automobile Service Co. Ltd and its
scope of business includes provision of repair services for automobile
and sales and distribution of Nissan motor vehicles. The option is
exercisable at any time during a period of 2 years commencing on
1 September 2008 until 1 August 2010. However, the Stock
Exchange of Hong Kong Llimited considered that the Company's
classification as a discloseable transaction with no shareholders’
approval required and such classification is not in compliance with
the Rule 14.75 of the Llisting Rules. The Company therefore with the
vendor's agreement cancelled the sales and purchase agreement
by signing a cancellation agreement on 1 August 2007. The vendor
fully refunded the deposit to the Group upon signing the cancellation
agreement. Nevertheless, the Company may re-consider this
proposed acquisition again in the future as and when the Company

considers appropriate.

With the anticipated need of office spaces of the PRC enterprise
that may become the Company’s partner to develop and operate
the mass fransit ticketing project as well as other railway
fransportation and logistics related business. On 3 August 2007,
Hostbest Llimited, an indirect wholly-owned subsidiary of the
Company entered into two sale & purchase agreements with vendor
to acquire Unit 1 to 3, 22/F., China United Centre, No.28 Marble
Road, North Point, Hong Kong at a consideration of
HK$15,798,900 and Unit 5 to @, 22/F., China United Centre,
No.28 Marble Road, North Point, Hong Kong at a consideration
of HK$13,341,900. These purchases were completed on 27 August
2007.
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MANAGEMENT DISCUSSION AND ANALYSIS

On 21 August 2007, Great Journey Limited, an indirect Who||\/-
owned subsidiary of the Company, entered info a sale and purchase
agreement to purchase the entire issued share capital of Natural
Harvest Investments Limited. Natural Harvest Investments Limited
effectively holds 49% equity interest in a PRC Joint Venture (China
Railway Information and Technology Llimited). China Railway
Information and Technology Llimited will focus on the development,
manogement and operation of an e-ticketing system for railway
passengers and related railway freight cargo services in the PRC
by utilizing the China Railway Web Portal in the near future. The
purchase was completed on 7 September 2007.

On 13 September 2007 , an indirect wholly-owned subsidiary ,
Smart Oriental Limited , of the Company invested 40% of the
enlarged issued share capital of Golden Fame International
Investment Group Limited (the "GFIIGL"]. The GFIIGL is a logistic
group of companies which provides logistic services in Hong Kong

and PRC.

With the Scania business, although the management expended
great effort, at reversing deficiencies of the recent years, it has not
been able to return the operation fo profitability during the period
under review. The main reason is that Hong Kong is losing its
market position compared with Mainland China. The management

will continue to concentrate efforts at reversing this trend.

During this period, only 32 units of tractors and trucks were sold. A
part of the reasons was production limitations as well as the switch

from Euro 3 to Euro 4 emission standard.

During this period, 7 units of coaches and chassis were sold and
delivered. And 81 units were contracted for sales, a significant
increase from last year, of which will be delivered at the later of
this year and next year according to customers’ schedule. Most of
the contracts were made to the fleet operators who have previously

used products from our European competitor.

With respect to the repairs and maintenance services, basic and
structural improvements continued to take back business. Our
initiatives included a Service van, Service representative, promotion

of our Maintenance Contracts and Parts Exchange Program.

B E A L K 3 AT
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MANAGEMENT DISCUSSION AND ANALYSIS

B E A L K 3 AT

Result for the period

For the six months ended 30 June 2007, the Group recorded a loss
from operation of HK$20.8 million (2006: loss of HK$13.2 million)
on turnover of HK$39.9 million (2006: HK$48.5 million).

The net loss aftributable to shareholders for the period was HK$21.4
million (2006: HK$13.6 million).

The decrease in turnover was mainly a decline in vehicle business.
The environment of the transportation market in Hong Kong went
down trend during the past six months. |nevifob|\/, the tractor market
was affected. Although the Group has substantial orders of buses
and chassis, most of which is expected to be delivered in the

second half year and next year.

Although the sales volume dropped, the gross profit of the Group
was confinually improved. The gross profit margin was increased
from 14.2% to 18.0% during the first half of 2007. This was
resulted from better gross profit margin both in trading of motor

vehicles and provision of repair and maintenance services.

Administrative expenses of this period included a success fee to
A&M of HK$7 .1
option granted to Mr. Jerry Liu of approximately HK$ 1.6 million. A

million on share allotment basis and cost of share

provision of success fee in cash payment of HK$3.5 million was
debited to the administrative expenses of the same period of last
year. By excluded this one shot expenses, the administrative expenses
of this period were stated at HK$14.2 million.
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MANAGEMENT DISCUSSION AND ANALYSIS

Liquidity, financial resources, borrowing and gearing
ratio

During the period under review, the Group financed its original
operation largely through internal generated cash flows from its
operations activities. During the period under review the Group
settled approximately HK$13 million due to Scania, which incur
high outstanding interest rate, proceeds from fund raising . As at
the balance sheet date, the Group maintained cash and bank
balances of approximately HK$45.4 million (as at 31 December
2006: HK$6.3 million) The increase in the cash balances was
mainly due to the subscription of the Company’s shares by Wealth
Style Limited and placing exercise during the period. The Group's
gearing ratio, calculated as total borrowings divided by total net
assets, stated at 0%. The Group had no outstanding borrowings as
at 30 June 2007.

As at 30 June 2007, the Group’s net asset value amounted tfo
approximately HK$164.3 million (as at 31 December 2006:
HK$24.7 million) with total assets approximately HK$183.8 million
(as at 31 December 2006: HK$107.3 million) .
were approximately HK$160.9 million (as at 31 December 2006:
HK$21.1 million) and the current ratio was 9.27 times (as at 31
December 2006:

bank balance are considered adequate liquidity and capital

Net current assets

1.26 times). The existing available cash and

resources for the Group's operation requirements.

Charge on Group assets

As at 30 June 2007 the Group deposited approximately
HK$558,000 (as at 31 December 2006: HK$558,000) as
collateral to satisfy contingent warranty and delivery obligations in
relation to certain sales contracts.

Exchange rate exposure

The Group is subject to foreign currency exposure since its purchases
are mainly denominated in US dollars, while the income mainly
derived from the sales 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 period 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.

B E A L K 3 AT
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MANAGEMENT DISCUSSION AND ANALYSIS

B E A L K 3 AT

OUTLOOK

Scania has entered into a co-operation with Higer Bus Company
Limited of Suzhou, China to product a range of luxury coaches. The
products, in both the Right Hand Drive and left Hand Drive versions,
are intended for the China market and for export to Hong Kong
and elsewhere. The products expected to come out towards the
end this year, The Group has right of marketing these new products

in our markets

Further, Scania has developed a purpose-built, Euro 4 double-decker
bus and the first two prototypes are undergoing field tests in Hong
Kong. The product is very suitable for the Hong Kong market and,
through our Scania distributorship, the Company will serve as the
services and parts supplier fo any customers in Hong Kong purchase

these types of buses.

On 7 September, 2007, the Group completed the purchase of
Natural Harvest Investments Limited, this investment represents an
expansion of the Group's transportation business in the PRC to
provide mass transit fransportation ticketing using the China Railway's
Web Portal and the Group with a better understanding and an
opportunity for the future expansion of other peripheral and related

business.

On 13 September 2007 , an indirect wholly-owned subsidiary ,
Smart Oriental Llimited , of the Company invested 40% of the
enlarged issued share capital of the GFIIGL. The GFIIGL is a logistic
group of companies which provides logistic services in Hong Kong
and PRC. The GFIIGL is beneficially owed and established by Mr.
Steve W.F. Lo, Professor JP ["Mr. Steve Lo") who has over 20
years experience in logistic business in Hong Kong and PRC. Through
this investment, the Company expected to leverage the extensive
logistics experience of Mr. Steve Lo and to tie in with the Company
expansion plan in the logistic industry as well as accelerating the

mass fransit fransportation ficketing project of the Company.

Rl =

Scania R EEHMASEBS TETE (&
M) BRABRI LA GRE AEE— RIS
BIREE L ZERMEAARRLHRELM
B - UHBESBEEMS LHOEEER
HAd @ W RN AFEEL - NRE A%
REMGHEZEHEmM-

PESN  ScanicFRIAE —HRBENREERS
ToEMARBEERBEEETEMAR ZF
EmBEe B EMS N2 A% iBScania
DEEETREABEEZSEET R ZEP
B TS R T AL rEmg -

RZZFEZLFNALHE AEBERWEE
AREARRAF WERAAEEETELE
HEF NEREREREHALEGIABE
ERG - EARBERATRRESH SR
REMEERBBES-

RZZEZLEFNA+=H ARAIHEEEZE
B B A Bl Smart Oriental Limitedi® & & 12 A AL
BARBEITRAL0% - &5 BREB PR
HYERBOY R AT EE BEFEIR20
FRBRTEYRELS 2 EER I KF
wT ((REE]) NI REREB -BBAMIE
RE - RKARBHAREETELENY R
&R MEARTNYRERETE MR
RARAREBHRBERERA ZER -

36

Forefront Group Limited BHEEEAFRAF



DISCLOSURE OF OTHER INFORMATION

INTERIM DIVIDEND

The Board does not recommend the payment of an interim dividend
in respect of the six months ended 30 June 2007 (six months ended
30 June 2006: NILJ.

DIRECTORS’ AND CHIEF EXECUTIVE’S
INTERESTS AND SHORT POSITIONS

As at 30 June 2007, the interests and short positions of the Directors
and the Company’s chief executive in the shares, underlying shares
and debentures of the Company or any associated corporation
(within the meaning of Part XV of the Securities and Future Ordinance
("SFO")) which were required to be notified to the Company and
the Stock Exchange of Hong Kong Llimited ("Stock Exchange’)
pursuant to Divisions 7 and 8 of Part XV of the SFO (including
interest and short positions which they are taken or deemed to have
under such provisions of the SFOJ, the Model Code for Securities
Transactions by Directors of Llisted Companies and which were
required to be entered in the register to be kept under section 352

of the SFO were as follows:
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FERBER ((RERBEES]) SV
*MZhﬁw@%hﬁ&f%$¢mE@mﬁ
BELHE GO EXVIE/ RS BME AN
T&%%%éx%%ﬁ@ A ([B3FR]) 2
BEkAR (BEBREESFRPEKIAEH
X EEREFIRIEEBZRTRAER)
HERBEHFRAERAIEIS2EMEFEZ
B SskiRE LT AR EEHTES
RSEZESFAIAE AND A R AT 2 s
RAKBIAT:

Name Nature of interests Number of shares % of voting right
=i oK™ Bin#®A BRREFSE
Yau Shum Tek, Cindy Beneficial owner (Note) 368,447,736 32.06
R E E=mma A (M)

Note: B 5 -

These shares are held by Wealth Style Limited, which is wholly-owned by
Ms. Yau Shum Tek, Cindy.

ZERMBDARELZ T 2EMWE 2 Wealth Style
Limited¥§ B ©
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DISCLOSURE OF OTHER INFORMATION
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Save as disclosed above, as at 30 June 2007, none of the Directors
or the chief executive, had , under Division 7 and 8 of Part XV of
the SFO, nor were they taken to or deemed to have under such
provisions of the SFO, any interests or short positions in the shares,
underlying shares of debentures of the Company or any associated
corporations (within the meaning of Part XV of the SFO) or any
interests which are required to be entered into the register kept by
the Company pursuant to section 352 of the SFO or any interests
which are required to be notified to the Company and the Stock
Exchange pursuant to the Model Code for Securities Transaction by

Directors of listed Companies in the Listing Rules.

EMPLOYEES
As at 30 June 2007, the Group had approximately 99 employees

in Hong Kong and Mainland China. Remuneration packages
including basic salary, bonus and benefits in kind are structured by
reference to market terms and individual merit and are reviewed on

annual basis based on performance.

SHARE OPTIONS
On 30 March 2007, a share option was approved by independent

shareholders to grant to Mr. Jerry liu, the former senior advisor of
the Company, fo subscribe for 10,894,300 new shares at an
exercise price of HK$0.213 per share. On 17 April 2007, the
share option was granted to Mr. Jerry Liv at an exercise price of
HK$0.213 per share. The share price at the date of grant is
HK$0.57 per share. The share price at the date of grant is the
Stock Exchange closing price on the trading day immediately prior
to the date of the grant of the option. At the balance sheet date, no
option has been exercised. The share option was fully exercised on

6 August 2007.

B EXHEIN R _ZEZLFRA=TH B
BERHEBTHRABRARA] ST 5
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HEEPIEXVEE7 R85 BB &1 & A~ &) K Bk
Rz EE AR (BREREIESFRPEK
PIBERGXREREFRBERBE 2R R
KR ) BARBE R ERGIE 3521k M7
BEZERMAREIRE LT ARESTELT
EHRXGNBRETH MG RARA R Z
Ran KRR

E&

RIZZELFRNA=+THE TEEREER
TEABOEOREE -FM IR BREXN
o TAREBEDNEDE2EMSEER
BEAEMET LRERRSFETRE

R AR 18

R-IZEZLF=ZA=1TH BIURRILLER
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AIRITEREEROC.213ETRME10,894,300
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DISCLOSURE OF OTHER INFORMATION

SUBSTANTIAL SHAREHOLDERS

The following table set forth information regarding ownership of ,
and short positions in, the outstanding shares as at 30 June 2007
by those persons who beneficially own more than 5% of the issued
shares, as recorded in the register maintained by the Company

pursuant Part XV of the Securities and Futures Ordinance.

H ity & #H  BR

ERER

TREIN -TTLFAA=+A ADH
BEESREE G EXVEBFEZ AT
B EFAECBIRGSBALOATRE
BTG 2 EEERAA

Number of % of Number of % of
shares voting right shares voting right
Name (long position) (long position) (short position) (short position)
B {3 BRRE B 7 kR
2| (&) 8H (FE)ask (%&)&H (XE)BH
Wealth Style Limited 368,447,736 32.06 - -
Yau Shum Tek, Cindy (Note 1) 368,447,736 32.06 - _
BB R (PEET)
Scania Trade Development AB 98,204,000 8.54 - -
(Note 2)
Scania Trade Development AB (Bt 3£2)
Scania CV AB (publ) [Note 2) 98,204,000 8.54 - _
Scania CV AB (publ) (K37E2)
Scania AB (publ) (Note 2) 98,204,000 8.54 _ _
Scania AB (publ] (Ff5E2)
Notes B ot

(1) Ms. Yau Shum Tek, Cindy is the sole beneficial owner of Wealth
Style Limited.

[2)  The issued share capital of Scania Trade Development AB is wholly-
owned by Scania CV AB [publ) which is in turn, wholly-owned by
Scania AB (Publ).

(1) EBRE X+ RWealth Style Llimited 2 e — &
HER Ao

(2)  Scania Trade Development ABZ B 31T iR 4
1 Scania CV AB (publ|Z2 & # % - il Scania
CV AB [publ)AlJ &3 Scania AB (publ)|Z & # A °
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DISCLOSURE OF OTHER INFORMATION
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PURCHASE, SALES OR REDEMPTION OF
THE COMPANY'’S LISTED SECURITIES

Neither the Company nor any of its subsidiaries purchased,
redeemed or sold any of the Company's listed securities during the

period under review.

CODE ON CORPORATE GOVERNANCE
PRACTICES

In the opinion of the Directors, the Company has complied with the
Code on Corporate Governance Practices ["CG Code”) as set out
in Appendix 14 to the Listing Rules during the six months ended 30
June 2007.

MODEL CODE FOR SECURITIES
TRANSACTIONS

The Company has adopted the Model Code of the Listing Rules as
the Company’s code of conduct for dealing in securities of the
Company by the directors. All directors confirmed that they have
complied with the required standards as sef out in the Model Code
throughout the period.

REMUNERATION COMMITTEE

A Remuneration Committee has been established in accordance
with the requirements of the CG Code. The Remuneration Committee
comprises three Independent Non-executive Directors and an

Executive Director.
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DISCLOSURE OF OTHER INFORMATION

AUDIT COMMITTEE

The unaudited interim financial report of the Group for the six
months ended 30 June 2007 have been reviewed by the Audit
Committee of the Company. At the request of the Directors, the
Company's external auditor, Messrs. Mazars CPA Limited, have
carried out a review of the unaudited interim financial report in
accordance with Hong Kong Standard on Review Engagements
2410 "Review of Interim Financial Information Performed by the
Independent Auditors of the Entity”, issued by the HKICPA.

APPRECIATION

On behalf of the Directors, | would like to extend our gratitude and
sincere appreciation fo all management and staff members for their
diligence and dedication, the continuing support of our business

partners customers and the Company's shareholders

BY ORDER OF THE BOARD

YEUNG MING KWONG
DIRECTOR

Hong Kong, 21 September 2007
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INDEPENDENT REVIEW REPORT
BB RS

MAZARS

To the Directors of Forefront Group Limited

(formerly Forefront International Holdings Limited)

INTRODUCTION

We have reviewed the interim financial statements of Forefront Group
Limited (the "Company”) and its subsidiaries [collectively referred
tfo as the "Group”) set out on pages 4 to 29, comprising the
condensed consolidated balance sheet as at 30 June 2007 and
the related condensed consolidated income statement, statement of
changes in equity and cash flow statement for the six-month period
then ended and explanatory notes. The Main Board Listing Rules
Governing the Listing of Securities on The Stock Exchange of Hong
Kong Llimited require the preparation of a report on inferim financial
statements to be in compliance with the relevant provisions thereof
and Hong Kong Accounting Standard 34 “Interim Financial
Reporting” ("HKAS 34") issued by the Hong Kong Institute of
Certified Public Accountants. The Directors of the Company are
responsible for the preparation and presentation of these interim

financial statements in accordance with HKAS 34.

Our responsibility is to express a conclusion on these interim financial
statements based on our review and report our conclusion solely to
you, as a body, in accordance with our agreed terms of
engagement, and for no other purpose. We do not assume
responsibility towards or accept liability to any other person for the

contents of this report.

Mazars CPA LIMITED

65 2 o o 4 R
34th Floor, The Lee Gardens,
33 Hysan Avenue, Causeway Bay, Hong Kong
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SCOPE OF REVIEW

Except as explained in the following paragraphs, we conducted
our review in accordance with Hong Kong Standard on Review
Engagements 2410 “"Review of Interim Financial Information
Performed by the Independent Auditor of the Entity” issued by the
Hong Kong Institute of Certified Public Accountants. A review of
interim financial statements consists of making inquiries, primarily of
persons responsible for financial and accounting matters, and
applying analytical and other review procedures. A review is
substantially less in scope than an audit conducted in accordance
with Hong Kong Standards on Auditing and consequently does not
enable us to obtain assurance that we would become aware of all
significant matters that might be identified in an audit. Accordingly,

we do not express an audit opinion.

Basis for qualified conclusion

(1) The auditors’ report on the financial statements of the Group
for the year ended 31 December 2006 was qualified because
of a limitation of scope with regard to the Taiwan Subsidiaries.

Details of the limitation are more fully explained in the 2006

annual report.

As further detailed in note 1 to the interim financial statements,
the Group disposed of its entire interest in the Taiwan
Subsidiaries during the period. Because of the matters leading
to the qualification on the opening balance of the interests in
unconsolidated subsidiaries amounted to HK$48,174,000
remained unresolved, we had not been able to conduct the
review procedure we consider necessary fo determine as fo
whether the gain on disposal of the Taiwan Subsidiaries for
the period ended 30 June 2007 of HK$ 1,422,000 requires
further adjustments. Any adjustment to the Group’s interest in
the Taiwan Subsidiaries as at 31 December 2006 and as at
the date of disposal that may be required would have a
consequential effect on the component of the Group’s results

for the period ended 30 June 2007.
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(2)  Because of the reason set out in paragraph (1), the results of
the Taiwan Subsidiaries for the period from 1 January 2007
up to the date of disposal were excluded from the Group's
condensed consolidated income statement for the period ended
30 June 2007. Whilst the Directors consider that the exclusion
of these subsidiaries is the best way of presenting the Group's
results for the period in the circumstances, the reason for the
exclusion is not one of the reasons as provided in HKAS 27
"Consolidated and Separate Financial Statements” and, in
this respect, the interim financial statements are not in
compliance with HKAS 27. However, any adjustments to
consolidate the results of the Taiwan Subsidiaries for the period
up fo the date of disposal would have no impact on the
financial position of the Group as at 30 June 2007 and its

net results for the period then ended.

QUALIFIED CONCLUSION

Based on our review, except for any adjustments that might have
been found to be necessary concerning the matters as set out in the
basis for qualified conclusion, nothing has come to our attention
that cause us to believe that the interim financial statements are not

prepared in accordance with HKAS 34.

Mazars CPA Limited
Certified Public Accountants

Hong Kong
21 September 2007

Fung Shiv Hang
Practising Certificate number: P04793
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