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CONDENSED CONSOLIDATED PROFIT AND LOSS ACCOUNT

For the six months ended 30 June 2004

EHREEER R

BE_ZTTMFANA=1THILAXEA

Six months ended
30 June
BZA<A=1+HILAEA

2004 2003
—EENF —TE=F
Notes HK$'000 HK$'000
Bt 5% TERT FHET
(Unaudited) (Unaudited)
(REER) (R HEZ)
Turnover S 3 416,915 313,379
Cost of sales and services 5 & MR X A (336,635) (249,091)
Gross profit EH 80,280 64,288
Other revenue H fibUg A 2,194 4,305
Distribution and selling expenses SR IHE R X (4,655) (4,422)
General and administrative expenses —RRATER X (60,465) (57,095)
Provision for finance lease receivables @& 7 & & Uk 5118 # & (14,612) =
Profit from operations 48 E R A 4 2,742 7,076
Interest expense ME X (6,469) (5,965)
Impairment on long-term investments & Hi#& &R (& 1 (23,642) -
(Loss)/gain on disposal of interest =l NI L
in a subsidiary (E518) M= 5 (9,454) 10,961
Share of profit/(loss) of FfT {5 Bt & 1~ A
associated companies wmFl (E18) 5,420 (878)
(Loss)/profit before taxation and B RO BRR
minority interests R A (E18) & F (31,403) 11,194
Taxation IR 7 (2,437) (6,144)
(Loss)/profit after taxation but before — Br & 1818 K 5t D &
minority interests PRz AT (B518) & Al (33,840) 5,050
Minority interests DHRRER - 143
(Loss)/profit attributable
to shareholders MR REAE (E518) & A (33,840) 5,193
(Loss)/earnings per share gk (B8, &7
- basic (HK cents) — &R GE) 8 (7.73) 1.18
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CONDENSED CONSOLIDATED BALANCE SHEET

As at 30 June 2004

HHGEEERER

R-ZEZWPFA=+H

As at As at
30 June 31 December
2004 2003
R-ZFBNFE R_TT=F
~AB=+8H t=-ZA=+—H
Note HK$'000 HK$'000
Bt 5 TER F# T
(Unaudited) (Audited)
(R HE &) (FE&EZ)
Non-current assets 3F7ﬁ§1§§
Investment in an associated company ~ REZ QAR RIEE 54,569 20,794
Property and equipment %%&Eﬂﬁ 10 85,911 97,374
Goodwill kS 7,641 7,927
Long-term investments RHKE 11 4,509 29,635
Finance lease receivables, Bh & 7 & W RIE
non-current portion JEBNERER > 106,785 110,496
Deferred tax assets REFIEE = 1,092 1,549
Total non-current assets FEMBEERE 260,507 267,775
Current assets mEEE
Inventories T8 149,976 241,307
Finance lease receivables, Bt & M & YR8
current portion BV HA B 15 101,384 80,821
Accounts receivable WH&ZHE%K 12 166,146 143,739
Prepayments, deposits and BRFHIE Rek
other receivables ,mmm ; 13 68,646 23,566
Other investments Hipix & 14 1,807 1,739
Pledged bank deposits EHEFIRITFER 5,893 7,078
Other cash and bank deposits H 3R RIEITHER 36,259 52,447
Total current assets MEEEEE 530,111 550,697
Current liabilities mE B &
Short-term borrowings RHEE (296,709) (417,405)
Bills and accounts payable JE S = AE K FE ST BR FR 15 (85,011) (50,146)
Accruals and other payables FEEHE A N H b BN 5RIR 16 (101,244) (56,286)
Taxation payable J& - ¢ 18 (4,034) (6,827)
Total current liabilities M BEEE (486,998) (5630,664)
Net current assets RBEEFE 43,113 20,033
Total assets less current liabilities EERERRBER 303,620 287,808
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CONDENSED CONSOLIDATED BALANCE SHEET EBHGAEEEEER

As at 30 June 2004 R-ZEZWPFA=+H
As at As at
30 June 31 December
2004 2003
R-BENF R-_ZTT=F
AA=+tH +-—A=+—H
Note HK$'000 HK$'000
B 5 FET FE T
(Unaudited) (Audited)
(REER) (EZ)
Non-current liabilities kRBER
Long-term bank loans RHIRITER (37,310) (54,243)
Zero coupon Convertible Bonds ZREEAHRRES 17 (69,930) -
Total non-current liabilities ENMBEEEE (107,240) (54,243)
MINORITY INTERESTS DERRER - -
Net assets BEEFRE 196,380 233,565
Represented by: BIE
Share capital [N 18 43,577 44,170
Reserves & 250,110 252,269
Accumulated deficit R B Al (97,307) (62,874)
Shareholders' equity % R #E 2 196,380 233,565
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—EENFERHES



CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

For the six months ended 30 June 2004

Six months ended 30 June 2004 (unaudited)
HEZ-ZEMEXRA=TALAMER (REER)

BHHGERREZSEHR

BE_ZTTMFANA=1THILAXEA

Retained
Capital Property profits/
Share Share Capital redemption revaluation  Exchange (Accumulated
capital  premium reserve reserve reserve reserve deficit) Total
EXRE  WRER REEH/
Rx  RGEE EXHE it e EifB (REER) &t
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TEx TR TER TER TR TR TEx TR
Beginning of period #41 44,170 243,800 10,482 580 3197 (5,790) (62,874) 233,565
Translation adjustments ERAE - - - - - 5,698 - 5,698
Repurchase of shares E=AEl ) (593) (8:309) - 593 - - (593) (8,902)
Disposal of property HENE - - - - (141) - - (141)
Loss for the period HRE# - - - - - - (33,840)  (33,840)
End of period Hix 43,577 235,491 10,482 1173 3,056 (92)  (97,307) 196,380
Six months ended 30 June 2003 (unaudited)
BECZT=FRA=TRLAEA (REEHR)
Retained
Capital Property profits/
Share Share Capital  redemption  revaluation ~ Exchange (Accumulated
capital ~ premium reserve reserve reserve reserve deficit) Total
ERER WEER REEM,/
BRE  BRHEE EAARE e R EiRGE (ZBBH) At
HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000
TET TEL TET TEL TER TER TET TEL
Beginning of period 47 44170 243,800 10,482 580 1,295 (4,689) (6,135) 289,503
Translation adjustments R HE - - - - - (3,458) - (3,458)
Profit for the period BRam = - - - - - 5,193 5,193
End of period iz 44170 243,800 10,482 580 1,295 (8,147) (942) 291,238
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CONDENSED CONSOLIDATED CASH FLOW STATEMENT

For the six months ended 30 June 2004

FHRGREHEREHRK

BE_ZTTMFANA=1THILAXEA

Six months ended

BETHAMIEAEAR

30 June 2004

30 June 2003

—EBNF —EE=F
AA=1+8 ~NA=+H
HK$'000 HK$'000
TERT FHET
(Unaudited) (Unaudited)
(ARER) (REEZ)
Net cash used in REXBFTARAEFR
operating activities (89,206) (73,051)
Net cash from (used in) REFBFE (FTA)
investing activities RE&FE 28,237 (9,425)
Net cash from financing activities METHFEREFHE 41,206 151,766
(Decrease) increase in cash and REeERASZEY ORD) B
cash equivalents (19,763) 69,290
Cash and cash equivalents at HUINRAERREEEY
beginning of period 52,447 62,282
Effect on cumulative translation RitERAELE
adjustments 3,575 (2,996)
Cash and cash equivalents HMANRERRASEEY
at end of period 36,259 128,576
Analysis of cash and cash equivalents RERBESZEYW D7
Cash and bank deposits Re RBITFER 36,259 128,576
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NOTES TO THE CONDENSED FINANCIAL STATEMENTS

For the six months ended 30 June 2004

1

BASIS OF PRESENTATION AND
ACCOUNTING POLICIES

Forefront International Holdings Limited (“the Company") was
incorporated in the Cayman Islands on 10th September 1998
as an exempted company with limited liability under the
Companies Law (Revised). Its shares have been listed on The
Stock Exchange of Hong Kong Limited since 12 July 2001.

The Company is an investment holding company. Its
subsidiaries and associated companies are principally engaged
in the trading of motor trucks, coaches and vehicle accessories,
provision of motor vehicle repair and maintenance services,
provision of other motor vehicle related services, motor vehicle
financing business, investment holding and assembling of
motor vehicles.

The unaudited consolidated condensed financial statements
of the Group for the six months ended 30 June 2004 have
been prepared in accordance with Statement of Standard
Accounting Practice 25 (revised) — Interim financial reporting
issued by the Hong Kong Institute of Certified Public
Accountants (“HKICPA").

The condensed financial statements have been reviewed by
Moores Rowland Mazars (“MRM") Chartered Accountants,
Certified Public Accountants, in accordance with the relevant
standards issued by the HKICPA. Their review report reveals
the following issues:

1. MRM'’s scope of work was limited because they were
unable to gain access to the accounting records and
other information necessary for their review in relation
to Forefront Automobile Industry Limited, a 49% owned
associated company as at 30 June 2004.

Forefront International Holdings Limited
Interim Report 2004
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NOTES TO THE CONDENSED FINANCIAL STATEMENTS

For the six months ended 30 June 2004

1 BASIS OF PRESENTATION AND
ACCOUNTING POLICIES (continued)

2. MRM consider that there is a fundamental uncertainty
in relation to an alleged claim of HK$8 million together
with interest and costs and an order for delivery of
vacant possession of a property held by a subsidiary.

3. Because of the matters mentioned in 1 and 2, MRM is
unable to reach a review conclusion as to whether
material modification to the interim financial report is
required.

The full version of the review report from MRM is attached
hereto. Details of the matters mentioned in 1 and 2 above
are disclosed in Notes 2, 5 and 19.

The unaudited consolidated condensed financial statements
should be read in conjunction with the annual accounts of
the Group as at and for the year ended 31 December 2003.

GELE R €3 Nk

BE_ZTTMFANA=1THILAXEA

1 EREEREFEEX @

2. ¥ AE8,000,000/% 7T 5 1 E
BREEAZERARBEARE —
M B AR —EMENEE
EhHEzmS  Eififm e 5ER
REEEARTHMAEE -

3. ERFIENE2HEFIMEE @ EF
Hifp e SEHNPHYEHRER
BHREELEXRBFIREENE

FlfEam o

AREKEES R o HEEHNERNR
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NOTES TO THE CONDENSED FINANCIAL STATEMENTS

For the six months ended 30 June 2004

FINANCIAL INFORMATION OF
FOREFRONT AUTOMOBILE INDUSTRY
LIMITED

The condensed consolidated financial statements include the
following financial information pertaining to Forefront
Automobile Industry Limited (“FAIl"), a Taiwanese company
which owns and operates a vehicle assembly plant in Taipei.

The Group's condensed consolidated Profit and Loss Account
for the six months to 30 June 2004 reflects the results of FAI
consolidated for the period 1 January 2004 to 28 May 2004,
on which date the Group disposed of 51% of its 100%
shareholding in FAI. For the period 29 May 2004 to 30 June
2004, the Group's results include an amount of approximately
HK$6,206,000 reflecting its share of FAl's net profit for this
period under the equity accounting method of reporting

GELE R €3 Nk

B=E

associated company performance.

Condensed Profit and Loss Account

f-_E2INFE-A-HEZE_

—EENERNA=THLREA

BESEIEZEROGAR
RE ZHBER

BRSEMBEHRRBE NIIARES T
BETEBRMNERRA ([BRAEIX])
ZEATEER - %E)?J—LEI%TJA‘“”
B EeitBEARKE —HEHAK

,E o

Lkil%zi_??mi/\ﬂ +H IR
FAMERHEEERRREES AET
%%ﬁé:%;ﬁmi—ﬂ—atﬁ T
FRAZ+NA REEREBLEHE
Eé%%ﬁi%il%%*ﬁﬂx%mm%)Jtﬁﬂ
EMELE H-_FZTWFRA=-F
ﬂﬁﬁ_éigfﬂiz\ﬁfﬂ—ﬁﬁ,ﬁﬂ
M AEENEERBEREAY
6,206,000/ TR & 58 © R LA 2 3R B
ENRRAZERSIEMBHERI
B S h R B TEMAR -

AR S B R

Period from 1 January 2004 to 28 May 2004
(date on which FAI became an associated company)

ZENERA=FTNA

(BAREIXRABENTANAL) LA

Amounts
included Period from
in the 29 May 2004
FAl management consolidated to 30 June
accounts as  Consolidation financial 2004 (equity
modified  adjustments statements  accounting)
HK$'000 HK$'000 HK$'000 HK$'000
(Unaudited) (Unaudited)  (Unaudited) (Unaudited)
#-2TmE
FRAZ+NAE
E_ZENE
BAAE AA=TH
IEH AAGE IEHE
EEERR BB &R A (AEHE
(BEH) HeRERE N E stk H)
THET TET TEL TET
(REEZ)  (REER) (REFR)  (REER
Turnover BXHE 210,106 (210,106) - -
Cost of sales and services HERRBAAR (179,035) 210,106 31,071 -
Other revenue Hlg A 1,014 (457) 557 =
Distribution and selling expenses ’n\ﬁ RHERX (131) = (131)
General and administrative —BERTBRAL
expenses (1,904) 61 (1,843) =
Interest expenses M8 X% (1,947) 396 (1,551) -
Share of profit/(loss) of an FiEBE R RER/ (B#E)
associated company (786) — (786) 6,206
Taxation I (57) - (57) -
27,260 = 27,260 6,206

Forefront International Holdings Limited
Interim Report 2004




NOTES TO THE CONDENSED FINANCIAL STATEMENTS &5 BH B #% 3} 3% Mf &%

For the six months ended 30 June 2004 BHE_ZZWMFENA=+HIL~NEA

FINANCIAL INFORMATION OF
FOREFRONT AUTOMOBILE INDUSTRY
LIMITED (continued)

The Group's condensed consolidated Balance Sheet as at 30
June 2004 reflects a carrying value of the remaining 49%
shareholding in FAl of HK$54,569,000, based on its share of
FAl's net assets under the equity accounting method of
reporting associated company investments.

Condensed Balance Sheet

SEIXROGER
BEER @

AEER_ZZNFE A=+ HHEH
HAEEBBRRENEFTEIERN
%) B 49 % A% #E B BR T (B 54,569,000%
TC o WTIRBARE B A 2 HE L A F
B AMBEHESGRARE
ITHEHNEEFEMSE -

F:]
all ot
N N2/

HHEEREX

As at

30 June 2004
HK$'000
(Unaudited)
R-ZEZNONF
RAA=t+H
FET
(REEX)

Investment in an associated company

The information on which these figures are based has been
sourced from the management accounts of FAI. The
Company's reviewing accountants, MRM, during their review
of the condensed financial statements, were denied access by
FAI management to the accounting records of FAI in Taiwan
and other information necessary for their review. As a result,
this information has not been audited or reviewed by the
reviewing accountants. The Board of Directors of the Company
has reservations concerning the carrying value of the Group's
remaining investment in FAI, and is taking steps to critically
assess the carrying value and examine the ongoing trading
relationship between FAI and the Group.

Details on the 51% disposal of the Group's investment in FAI
are disclosed in Note 5.

A W/NEIE: R

54,569

HEBFHRERENER KRB @ UE
TENEERR - ARANEH A
EEHifm « BEERMMHMBERKE
WETNETENEEEEBEHNEN
METRESEN G &R EMERN
EZHBELEHER - Bt - REGFHED
Y ARBZREHNZETEN - ARBES
SHNARBEER TE TEN KRR
BENREEBMRE » WIERNITE
BARFHARREE - YRFE®TTELE
EAEEZENFEESHEE -

AEEHNEEREAAELEMN51%1%
B2 FBRKI s E -
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NOTES TO THE CONDENSED FINANCIAL STATEMENTS &5 BH B #% 3R 3% Mf &%

For the six months ended 30 June 2004

BE_ZTTMFANA=1THILAXEA

3 SEGMENTAL INFORMATION 3 2E&ER
a. Business segment a K28

The Group is principally engaged in the trading of motor

AEBITENRERE KEEL

trucks, coaches and vehicle accessories, provision of RERERGES  RHEIESH

motor vehicle repair and maintenance services, provision
of other motor vehicle related services, motor vehicle
financing business, investment holding and assembling

ERERY - RHEEMAITEMRA
R~ RERE  REZEBRRE
KRB BEBIEI> MW

of motor vehicles. An analysis by business segment is as e =

follows:—

Six months ended 30 June 2004
HE-SEMEAR=TALAEA
Trading of ~ Provision of ~ Provision of

trucks, motor vehicle other motor Motor
coaches and  repair and vehicle vehicle Assembling
vehicle maintenance related  financing  Investment of motor
accessories services services  business holding ~ vehicles  Elimination Total

LR Rt i

BiRE®® NEEE  HpRE
B85 RERE HEEE REBE  REER  AKRE i &t
HKS'000  HKS'000  HKS'000  HK$'000  HKS'000  HKS'000  HK§'000  HKS'000
TET TRz TEr TR TRz TEr  TEx  TEn

Turnover

Sales to external
customers

Inter-segment sales

Total turnover

Operating results
Segment results

Unallocated corporate
expenses

Unallocated corporate
interest expense

Impairment on long-term
investments

Loss on disposal of
interest in a subsidiary

Share of profit of
associated companies

Taxation

Loss after taxation but
before minority interest

HES |
HOHER 336,691 67,805 3720 8,699 - - - 416915
HE
AEEBHEE - 7,789 17 - - 20406 (217912 -
L EL 336,691 75,594 3737 8,699 - 20106 (17912) 416915
NEEE (16,561) 7,009 (3.426)  (11401) 98 28,103 2,014 5,836
AARAAEY

(9,291)
AARAH
S (72)
RORE
B (23,642)
HEHBAR
ExEE (9,454)
AEBERE
gl 5420
il (2437
BREBFT O
REERNER (33,840)

Forefront International Holdings Limited
Interim Report 2004



NOTES TO THE CONDENSED FINANCIAL STATEMENTS

For the six months ended 30 June 2004

3 SEGMENTAL INFORMATION (continued)

a. Business segment (continued)

GELE R €3 Nk

BE-_ZZEMEAA=TALAEA
3 oEER@®
a EBHE (B

Six months ended 30 June 2003
HEZSZ-#/A-TALAEA

Trading of ~ Provision of  Provision of
trucks, motor vehicle  other motor Motor
coachesand  repair and vehicle vehicle
vehicle  maintenance related  financing ~ Investment
accessories services services  business holding  Elimination Total
HE I i i
BLREHT  AE4E  AfRE
R85 RERE  ABRE  AERE  REZR B &t
HK$'000 HK$'000 HK$'000 HK$'000 HKS'000 HK$'000 HK$'000
Téx  fAx  TExn  TEx FExr TiEx TEn
Turnover 825
Sales to external customers HHREPHE 238293 64,699 4416 5971 - - 31331
Inter-segment sales PEXBREE 120 6,587 13 = = (6,720 =
Total tunover BEXE 88413 71286 4429 5971 - (67200 313379
Operating results Bexs
Segment results AExE (1) 6,456 (317) 910 2517 2580 7,145
Unallocated corporate AABAA
expenses A (4,083)
Unallocated corporate APRAR
interest expense i (1,951)
Gain on disposal of interest HENERR
in a subsidiary Ealia 10961
Share of loss of associated HMEBERREE
companies (878)
Taxation Ha (6,144)
Profit after taxation but REBERG V%
before minority interest R ERAAT 5,050

EHEBRERERAR 11
—ETNERERE



NOTES TO THE CONDENSED FINANCIAL STATEMENTS

For the six months ended 30 June 2004 HE

3 SEGMENTAL INFORMATION (continued) 3

b. Geographical segment

GELE R €3 Nk

—EENERNA=THLREA

TEER @
b #HESE

Six months ended 30 June 2004

HZ-_ZZMEXRA=TAHLEABA
Mainland
Taiwan Hong Kong China Total
= B KR @zt
HK$'000 HK$'000 HK$'000 HK$'000
TET TET TET TR
Turnover X 313,960 70,565 32,390 416,915
Segment results PEERE 22,715 (9,591) (7,288) 5,836
Profit (loss) from operations 4 & & | (E518) 23,196 (12,774) (7,680) 2,742
Six months ended 30 June 2003
%Z 77-&/\)? +E|M:/\’TIH
Mainland
Taiwan Hong Kong China Total
B8 BE H B R B @t
HK$'000 HK$'000 HK$'000 HK$'000
FHT THT FHT FET
Turnover EEH 247,929 52,308 13,142 313,379
Segment results R E 21,995 (12,932) (1,918) 7,145
Profit (loss) from operations 4% & & fl| (E18) 23,882 (14,972) (1,834) 7,076
4 PROFIT FROM OPERATIONS 4 KERF

Profit from operations for the current period has been arrived

at after charging:

I,HJ%F'EJE’J%“ D IDERAE ] SN E== R 3
SHEHE
Six months ended 30 June

BEAA=THILAEA

2004 2003

—EEMF e

HK$'000 HK$'000

FET FAET

(unaudited) (unaudited)

(REEEZ) (REEEZ)

Depreciation e 5,883 5,964
Amortisation of goodwill 7 B 470 457
Provision for finance lease receivables B & A & e W a1 14,612 =
Staff cost and related expenses BTRANEBERMRS 37,713 36,487

Forefront International Holdings Limited
Interim Report 2004




NOTES TO THE CONDENSED FINANCIAL STATEMENTS

For the six months ended 30 June 2004

(LOSS)/GAIN ON DISPOSAL OF

INTEREST IN A SUBSIDIARY

During the six month period ending 30 June 2004, the Group
disposed of 51% of its 100% equity interest in Forefront
Automobile Industry Limited (“FAI") to a third party for
consideration of HK$39,214,000. FAI owns and operates a
vehicle assembly plant in Taipei, and supplies fully-assembled
trucks and buses to the Group in Taiwan. Completion of the
transaction occurred on 28 May 2004. Reference is made to
various announcements, and in particular the Circular issued
by the Company dated 5 July 2004 (the “Circular") disclosing
details of this transaction.

In the Circular, the then Board of Directors of the Company
disclosed that the consideration for the disposal was derived
with reference to the audited net asset value of FAI as at 31
December 2003, and that applying this basis, a gain of
approximately HK$3,930,000 was likely, subject to audit.

During the five months to 28 May 2004, the ongoing trade
between FAIl and the Group has resulted in an increase in
FAl's net asset value as at the date of disposal, to the extent
that a net loss of HK$9,454,000 has in fact been realised by
the Group on disposal of the 51% equity interest.

The Board of Directors of the Company is currently
undertaking a detailed investigation into the disposal disclosed
herein, as well as the trading arrangements now in place
between FAIl and the Group, and is examining all avenues
available to protect the interests of the Group.

During the six months ended 30 June 2003, the Group
disposed of a 1.3% equity interest in U-Drive Company
Limited, a subsidiary, to a third party at a consideration of
approximately HK$10,612,000, and recognised a gain of
approximately HK$10,961,000.

GELE R €3 Nk

BE_ZTTMFANA=1THILAXEA

HEWNBE AR ER (FBE)

V¢

RN EZZTTNFENA=FTHIEAHE
B AEBRFEZHFHERBHAEL
E¥RHDBBRAR ([BAREIE]) ATHF
EHRAEZNS51% KE A
39,214,000% 7T * @A AE T EE AL
BEREE —FHERALTH - RITA
EBRASKEEREZAREEREL - X
SER-_ZEZWFERA -+ NBHZEK °
ZIRBZHAM - BRRAARNRZE
THFECARAFIENBEK ([ZE
Bl HBEBTHXZHFSE -

=

v

=}

ESBEN  AATEBNEESRE
HERENESEEHAETEN T
T+ =P+ —ANEEREEF
BB WRLEE  AAEERA
#0403,930,000% T HO M3 - 1 15
RITE ©

EHZE_ZZENFRA-—+N\BLAE
A R@AREIXEAEE L HARE
REGBEHRAAETIENEEFER
HEBEERTIEM  UBRASEER L
FREEMERAESHNSI%KRELER
£09,454,000% 7T #) ) F B 18 o

ARAEEGREHAREMBENH
EEENURBHAETREREKE 2
MINEZXZLHETRAFTE - WIER
HREASENENSETE -

HE_ZZ=F A=THLEA-HEA -
AEERE=HHENBARERITE
RAFRIMI13%RAEZDE - KRELD
10,612,000/ 7T~ I i R & B A
10,961,0007% 7T ) W & ©
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NOTES TO THE CONDENSED FINANCIAL STATEMENTS

For the six months ended 30 June 2004

GELE R €3 Nk

B=E

—EENERNA=THLREA

LOSS ON DISPOSAL OF ASSETS 6 HEBRORLEEERE
ATTRIBUTABLE TO A DISCONTINUED LEEEEZER
OPERATION
During the six months ended 30 June 2004, the Group EEHE_ZTZNFEANA=THIEARE
disposed of all of its property and equipment attributable to A AEBHEBRSEEZREBH
its smart card operation in Taiwan, and discontinued its smart FIEMERRE KRUEBERER - K
card operation. An impairment loss on the fixed assets of the SEBE_ZZE=F+-_A=+—HI1
smart card operation in the amount of HK$26,857,000 was FENREZGZERGZERY  BRTE
recognised in the audited consolidated income statement of EREKE T & EREEE26,857,000
the Group for the year ended 31 December 2003. Losses on BT -BE_ZZENFRA=THIH
disposal of assets and costs attributable to the smart card BHEBREEREBCEEELAZE
operation incurred for the period ended 30 June 2004 were BRI AERK - I FEHIE — FHBK
insignificant and further costs are also expected to be RIFAER - REZHBREEZRER
insignificant. The residual assets and liabilities attributable to WRBREERBELT FEKX -
the smart card operation as at balance sheet date were
insignificant.
TAXATION 7 BE
Taiwan profits tax has been provided at the applicable rates AEFERIIBERE & &N (G ER
on the estimated assessable profits arising in Taiwan. i S8 ) 42 03 BB R R 1 Bk o
Six months ended 30 June
BESA=+HLAREA
2004 2003
—EEBNF —TE=F
HK$'000 HK$'000
THET TET
(unaudited) (unaudited)
(REE®) (RIEEZ)
Current tax in Taiwan Bz AR 2,437 6,144

Forefront International Holdings Limited
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NOTES TO THE CONDENSED FINANCIAL STATEMENTS

For the six months ended 30 June 2004

(LOSS)/EARNINGS PER SHARE

The calculation of basic (loss)/earnings per share is based on
consolidated loss attributable to shareholders for the period
of approximately HK$33,840,000 (six months ended 30 June
2003: profit attributable to shareholders of HK$5,193,000)
and on the weighted average of 438,012,769 shares (2003:
441,700,000 shares) in issue during the period.

No diluted loss per share is presented for the period ended
30 June 2004 as the conversion of the outstanding Convertible
Bonds would be anti-dilutive during this period. No diluted
earnings per share for the period ended 30 June 2003 is
presented as there were no dilutive potential ordinary shares
in existence during this period.

GELE R €3 Nk

BE_ZTTMFANA=1THILAXEA

R (B8 BF
BREAX(BER) BRI THRARARKRE
JE {5 47 & /55 18 4933,840,0005% 7t (B =
“EE=FRNA=FTHILEAEAR : KR
JEE {534 F1/5,193,0007% 7T) K& B A E 5%
17 B {0 B9 hn#EE £ 39 £0438,012,769% (=
T =4 : 441,700,0000%) 5+ & -

HREZE-—TTWFE A =1HLHE
Nz B BETARRES 2 BRRAREE
R MEZZAEEREEES -
HREBE-TT=FA=1HLLHHE
NI E|EEEELBR - WE25ZH
RER#ETRN -

BrERERERA
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NOTES TO THE CONDENSED FINANCIAL STATEMENTS

For the six months ended 30 June 2004

9 RELATED PARTY TRANSACTIONS 9
During the six months ended 30 June 2004, the Group had
the following significant related party transactions:—

GELE R €3 Nk

BE_ZTTMFANA=1THILAXEA

EBEALRS

5

BE_ZTTWHFEANA=1THILREA
N AEBEETTINERNEREAL

Six months ended 30 June

BEAA=THILAMEA

2004 2003
—EEMF —ZTT=
HK$'000 HK$'000
FTER FTET
(unaudited) (unaudited)
(REER) (REEER)
Sales to Forefront Automobile Industry HETERARELERNERAA
Limited (Note 4) (Ff7E4) 44 -
Purchases from Forefront Automobile BERAAEIERNHAERLDA
Industry Limited (Note 4) (Bt 5 4) 53,539 -
Rental income received/receivable from Bl S R A
- Forefront Motors (Hong Kong) Limited —BARE(BR)ERAHF
(Note 1) (B=E1) 120 180
- Sunshine Finance Co Ltd (Note 1) —BILEEXRG AR DA (1) 9 -
Management fee income B AT A RE
received/receivable from BEEEBERA
- Sunshine Finance Co., Ltd. (Note 1) - BLUERBRNHARAR (K1) 55 46
- Achieve Leasing Co., Ltd. (Note 2) - REAERGER AR (HE2) 42 40
- Fuyo Leasing Co., Ltd. (Note 2) —BREERMARA A (i) 42 40
~ Fully Leasing Co., Ltd. (Note 2) —RIBERHBR AR (FzE2) 42 40
- Forth Leasing Co., Ltd. (Note 2) —RBZHERGAERRR (ME2) 42 40
- Fortune Leasing Co., Ltd. (Note 2) - RIIBERHER AR (HiE2) 42 1
- Free Leasing Co., Ltd. (Note 2) - RUBERHGER AR (MiE2) 42 -
- Future Leasing Co., Ltd. (Note 2) - REMERHER AR (MiE2) 42 -
- Fund Leasing Co., Ltd. (Note 2) - BRAERHER AR (HE2) 42 -
- Forefront Automobile Industry Limited —RBAAEIRKROBERAA
(Note 4) (F3E4) 23 -
Rental expenses in respect of office BN/ ERRAEMER
premises & workshop paid/payable to HHASHAY
— Forefront International Limited (Note 2) —BARG AR A (F5E2) 1,567 2.401
- Ms Cheng Mei Lin (Note 3) —WE L+ (H5E3) 4 -
— Forefront Automobile Industry Limited —BAREIEROHERAA
(Note 4) (Kf3E4) 23 -
Interest expenses paid to Forefront ENEAAREIRROERAA
Automobile Industry Limited (Note 4) F B (FTEE4) 115 -
Repair and maintenance service fees paid ENREREEEERAA
to Ankor Services Limited (Note 1) MERREE (ME1) 99 188
Sale of furniture & equipment to HERARREBT
- Forefront Motors (Hong Kong) Limited —RBAARE(EB)BRAA
(Note 1) (&) 4 -
— Forefront Automobile Industry Limited —BAABEIEXROHBERAA
(Note 4) (FyiE4) 19 -

1 B Forefront International Holdings Limited
Interim Report 2004




NOTES TO THE CONDENSED FINANCIAL STATEMENTS

For the six months ended 30 June 2004

10

RELATED PARTY TRANSACTIONS (continued)

Notes:

(1)  Forefront International Limited is a substantial shareholder of the
Company, and Sunshine Finance Co., Ltd., Forefront Motors (Hong
Kong) Limited and Ankor Services Limited are subsidiaries of

Forefront International Limited.

(2)  Certain directors have interests in these companies.

3) Ms Cheng Mei Lin is the spouse of Mr. Lee Mao Fang, the director
of the Company.

(4) Forefront Automobile Industry Limited (“FAI") is an associated
company with Mr. Lee Mao Fang a director. FAl was a wholly
owned subsidiary of the Company before 29 May 2004. Transactions
with FAIl before 29 May 2004 were fully eliminated in the Group

financial statements.

The Company's Directors are closely reviewing all related party
transactions and trading relationships with a view to ensuring
they are on an arms-length basis and commercially beneficial
to the Group.

PROPERTY AND EQUIPMENT

During the six months ended 30 June 2004, the Group
invested approximately HK$8,487,000 (six months ended 30
June 2003: HK$12,360,000) on property and equipment.
During the same period, the Group disposed of certain of its
property and equipment with an aggregate carrying value of
approximately HK$3,568,000 (six months ended 30 June
2003: HK$29,000) with a gain on disposal of approximately
HK$379,000 (six months ended 30 June 2003:
HK$17,000).

loss of

GELE R €3 Nk

B=E

9

10

—EENERNA=THLREA

FREAELRS

f &t

2z (&)

(M) BWHABRNDERABRRBEAAANEZRR
Z2— MBLUEBXRHERAAF &7
RE(BR)BRARARLEAERESR
RARASEDBRNDERARNELR

(2) HTEEHARZAANER -

) BEREBRLIAFEFEE(RRRESR)
EVBC S ©

(4) BAARBEIEBROHERAR([BHERE
I¥|) ABERR  FTREEERZD
AEF -BAHAEIER_ZZWNFH
BZ+NBURAARARNZERB L
Al ZBEUAEBHAEIENRSE
P 82 B B B S ¥R 2k A 2 B 8 o

ARAREZREEYRAMEEHEEAL
RHGREZRE  NERIRAFEE
ETREBRELHAEEER -

MEKZE
HE_ZZWNFSA=+HLEAREA -
AEBEMERSZLMHBLESE
#98,487,000 L (BLZ =T E =F <A
=+BI<EA : 12,360,000/%& 7T) °
FH - AEBEEESETWHEREE
& /\Eﬁﬁfﬁiﬁﬁﬁ 568,000/ 7L (Bl & —
T -FA=THIAEA : 29,000
A IT) - S W E 4Y & 379,000 T
(BE—ZEZE =9 "A=1TH It~
A : 817,000/ T) °

BrERERERA
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NOTES TO THE CONDENSED FINANCIAL STATEMENTS &5 BH B #% 3R 3% Mf &%

For the six months ended 30 June 2004 HE _ZZWNFENA=F+HIENEAR
11 LONG-TERM INVESTMENTS 11 REKRE
As at As at
30 June 31 December
2004 2003

R-ZBENFE R_ZTZ=F
~AB=+H +=ZA=+—H

HK$'000 HK$'000
TERT FE T
(unaudited) (audited)
(REEZ) (')
Unlisted, equity securities in Taiwan at cost BB ETHIRANE 5
(R A) 28,151 29,635
Impairment in value VERIE] (23,642) -
4,509 29,635
12 ACCOUNTS RECEIVABLE 12 BWERR
An aged analysis of the Group's accounts receivable is as follows: REBRYRFIZBRRAOTOT :
As at As at
30 June 31 December
2004 2003
R-BENFE RZZTZ=F
AA=+H tZA=+—H
HK$'000 HK$'000
TERT T T
(unaudited) (audited)
(REEEX) (FE&EZ)
0 to under 3 months OETiE#®E3MEA 91,833 102,355
3 to under 6 months 3IEAETEBE6MEA 53,509 28,561
6 to under 9 months 6f8 A =T~ kB @ fE A 19,653 8,065
9 to under 12 months offl A =B 1218 A 2,361 3,720
Over 12 months 838 121E A 12,299 12,737
179,655 155,438
Less: provision o B (13,509) (11,699)
166,146 143,739
For sales of bus and coach chassis in Taiwan, four to six REENETRIREE T THESRHEE
months credit terms are generally required by customers as ME BEFARBLHEMEERETT
they have to arrange for the bodybuilding process to be carried SHEBAERARE  W—RERMOERE
out by local manufacturers. For other sales, credit terms are RAEEH - ERBEENEEH RN T
normally between 30 days to 90 days. 30K 290K -

1 8 Forefront International Holdings Limited
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NOTES TO THE CONDENSED FINANCIAL STATEMENTS

For the six months ended 30 June 2004

13 PREPAYMENTS, DEPOSITS AND OTHER
RECEIVABLES

Included in the amount as at 30 June 2004 was a receivable
of approximately HK$38,850,000 (31 December 2003: Nil)
being part of the proceeds from the issue of the US$15 million
zero coupon convertible bonds completed on 2 February 2004
(Note 17).

GELE R €3 Nk

BE_ZTTMFANA=1THILAXEA

13 ANRE - ZERHEME
I‘BZZFAIE

—EENFENA=1THHNRERBFE—
IEJ%%I #938,850,0007% JT HY & I 7% 18

(= =&#E+=-A=+—0: &) T
2%:2 MeE— B =~ H5EMKETT1,500
EETT O E AR ESAT SR —

o (MsE17) °
14 OTHER INVESTMENTS 14 Hihig&
As at As at
30 June 31 December
2004 2003
RZEBEZEWME R_ZZT=F
AA=+H += ﬂ Jr H
HK$'000 HK$'000
FHExT T
(unaudited) (audited)
(REER) (T Zz)
At carrying value BREE
Listed, Taiwan equity securities B8 FMIRAE 1,807 1,739
Quoted market value of listed investment T EmHmRTE 1,807 1,739
15 BILLS AND ACCOUNTS PAYABLE 15 BENEBEREMNER

An aged analysis of the Group's bills and accounts payable is RNE BN R RENRTIZRER 57

as follows: (N
As at As at
30 June 31 December
2004 2003
R-EBEENE RZTTE=F
AB=+H +t—A=+—H
HK$'000 HK$'000
F&ExT FHET
(unaudited) (audite{d)
(REER) (EZ)
0 to under 3 months 0Z T iE:A31ME A 77,516 42,814
3 to under 6 months 3 A E BB efE A 6,342 6,377
6 to under 9 months 618 A =Tk EE A 1,025 72
9 to under 12 months ofEl A &8 i@ 121 A 42 718
Over 12 months Bim121E8 A 86 165
85,011 50,146
Included in the amount as at 30 June 2004 was an amount R-ZEZNMFESA=ZTHZFIEBRIERE

due to FAI of approximately HK$51,890,000 (31 December
2003: Nil)

1875 /A%E T % & %4151,890,0005% 7T
ZRB(ZEE=F+_A=+—8H:
;) o

BrERERERA
—EENFERHES
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NOTES TO THE CONDENSED FINANCIAL STATEMENTS

For the six months ended 30 June 2004

16

17

ACCRUALS AND OTHER PAYABLES
Included in the amount as at 30 June 2004 was an amount
due to FAI of approximately HK$30,425,000 (31 December
2003: Nil).

ZERO COUPON CONVERTIBLE BOND

On 2 February 2004 the Company announced that the Group
issued US$15 million Zero Coupon Convertible Bonds.
According to the management of the Company, proceeds of
only US$10 million has been banked to-date in relation to
the bond issue.

Mr. Michael Tsai has represented himself to the Company as
the subscriber of the outstanding US$5 million portion of the
Convertible Bonds. Mr. Michael Tsai has further represented
that a cheque for HK$38,218,000 issued in favor of the
Company by Ms. Lee Pei Fen is in consideration of his US$5
million Bond subscription. The Company is actively seeking
to confirm and verify Mr. Michael Tsai's representations.

The Board of Directors of the Company is currently taking
legal advice regarding this matter. In addition the Board is
seeking further information from the manager of the
Convertible Bonds issue on the actual events and has
commenced negotiations with Mr. Michael Tsai for resolution
of the issue.

Forefront International Holdings Limited
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B ERAREMENSRKE

R-ZENFENA=+HZREBDHEE
187 A8 L% A2 #130,425,000/% 7T
ZRE(ZEE=F+=A=1+—8":
) o

ZEETBRRES
R_ZEZNE=—A=R  KARSHA
£ [F3£1715,000,000% T T B Z Al #1%
BH - BEAAREERERT &£ H
AALE - RBETESMEARITZFE
FIE £ 7510,000,000% 7T °

BRI ER RAR BB ERT R
& % 4 £25,000,000% 7T Z RE A + I
HE—PEPEIMEZLURNARARE
AR 238,218,000 T ZEAERE
5,000,000 TTEH 2 KB o NAFIE
BRSKERARZEEBREECE
BH o

ARAREFZTE LR FEERERER -
MO BEEGERABRRESETER
ZEERRSRE—TENUNTRERS
o WEEEREEERREHEERE
RETEEZER -



NOTES TO THE CONDENSED FINANCIAL STATEMENTS

For the six months ended 30 June 2004

18

19

B=E

GELE R €3 Nk

—EENERNA=THLREA

SHARE CAPITAL 18 R
For the six months ended For the year ended
30 June 2004 31 December 2003
BE-Z2NE BME_ZTT=F
ANAETRALEAREA TZA=+—HLEFE
(unaudited) (audited)
(RBER) (BER)
Number of Nominal Number of Nomial
shares value shares value
vl | [EIRE 2 8 [EE
'000 HK$'000 '000 HK$'000
TR THET Fiz FHET
Ordinary shares of HK$0.1 each FREE0IBTH
&R
Authorised: AR
At beginning and end of B/ F0k
the period/year B4R /4% 1,000,000 100,000 1,000,000 100,000
Issued and fully paid: BREIRARE
At beginning of the period/year B4,/ F4 441,700 44,170 441,700 44,170
Repurchase of shares EAERE) (5,928) (593) - -
At end of the period/year HAER /4% 435,772 43,577 441,700 44,170
CONTINGENT LIABILITIES 19 ARKE
Associated company guarantee B A RER

As at 30 June 2004, the Company had granted a guarantee
in the amount of NT$105,000,000 (approximately
HK$24,465,000) to a Taiwanese bank in respect of a facility
provided by the bank to Forefront Automobile Industry

Limited, an associated company owned 49% by the Group as

at 30 June 2004.

Guarantee to customers in Taiwan

As at 30 June 2004, a subsidiary in Taiwan granted a guarantee
in the amount of approximately HK$3,749,000 (as at 31
December 2003: HK$4,259,000) to a bank in respect of

banking facilities granted to its customers.

MR_ZZENENA=Z+H  AREEH
BAABEIERMBRAR(RZZZT
NN A =+ B AREB % H 49 % b
BN FTERE —RHRTETHER
& [7) 7% R 17 1E 1 7 & % 105,000,0007T
(#924,465,000/8 JT) EOHE(R o

mAaBE s EHER
R_ZETNMESA=+H  &&—EHK
BARMERFERNRITHERRE MW
— M ERITIEH 493,749,000/ 70 (R =F
T-F+ZAH=+—8H : 4,259,000/
TT) KR o

BrERERERA
—EENFERHES
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NOTES TO THE CONDENSED FINANCIAL STATEMENTS

For the six months ended 30 June 2004

19 CONTINGENT LIABILITIES (continued)

Alleged Loan

During the period under review, the Group has received a
claim from Wise Dynasty Limited (“Wise Dynasty") for HK$8
million, plus interest and costs thereon. Wise Dynasty is also
seeking vacant possession of a property belonging to a
subsidiary of the Group, over which Wise Dynasty claims to
hold security. The Group denies the claims.

Wise Dynasty alleges that it lent HK$20 million to Cyber
Centre Limited (“Cyber Centre"”), a 100%-owned subsidiary
of the Group, on 9 March 2004 (the “Alleged Loan"). Wise
Dynasty further alleges, inter alia, that:

(a) the Alleged Loan is evidenced by a loan agreement;

(b) HK$12 million of the Alleged Loan has been repaid;
and

(c) the Alleged Loan is secured by a legal charge (the
“Alleged Legal Charge") given by Cyber Centre on 9
March 2004 over a property owned by Cyber Centre
(the “Property").

Two legal proceedings have been commenced by Wise Dynasty
in respect of the Alleged Loan, being:

(a) a writ of summons has been issued by Wise Dynasty on
19 May 2004 against the Company for the sum of HK$8
million, being the amount of a cheque allegedly issued
by the Company in repayment of the balance of the
Alleged Loan, together with interests and costs; and

Forefront International Holdings Limited
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19 HAEE @

EBEX

REREBEA - AEE KRS Wise
Dynasty Limited ([Wise Dynasty|) — 8
/% #18,000,000/% 7T 7 A0 E A 8 K K A&
B E 3R o Wise DynastyJF IE 5 5K A8 £ 6]
—HRBARZ T —BUENEEESR
T - Wise Dynastyg 18 B Bz ¥ 2 E1K
o AEBEERZERE o

Wise Dynasty#§ N —EEWHFE = A /1
HmA&EB—E%2%E KB R 7 Cyber
Centre Limited ([ Cyber Centre]) f& !
20,000,000/ 7T (5B E ) ° Wise
Dynastyst — £ 5B (KA h B) :

(@) EBEREEERBHRIEAR
(b) 5T E AN 12,000,0007 7T C &
EmE R

(c) FETEFACyber Centre A =&
/4 = A 71 H LACyber Centre# &
B—IEME ([ZWE]) ELHEE
EMEERER(EBEEHR
1) e

W IE A 272 5 B B Wise Dynasty 3t 15 78
BERRERA A

(a) Wise Dynastyl® —ZEZMMFEH A+
JUH [ & 2 & 5t 8,000,000% 7T
(e B AARIEDL - AEEER
EHEREBRNZIENSTE) UK
HMEEXAZBLHERSM &



NOTES TO THE CONDENSED FINANCIAL STATEMENTS

For the six months ended 30 June 2004

19 CONTINGENT LIABILITIES (continued)
Alleged Loan (continued)

(b)

an originating summons has been issued by Wise
Dynasty on 16 June 2004 against Cyber Centre seeking
the court determination, inter alia, of the following
questions:

(i)  the payment of all monies allegedly due under the
Alleged Legal Charge; and

(i) an order for delivery of vacant possession of the
Property by Cyber Centre to Wise Dynasty.

Based upon information available to the Board up to the date

of this report:

(a)

(b)

(c)

(d)

neither the Company, Cyber Centre nor any other
member of the Group ever received any monies from
Wise Dynasty;

neither the Company, Cyber Centre nor any other
member of the Group ever paid monies to Wise Dynasty;

the Board at the relevant time did not authorize any of
the Alleged Loan, the execution of the alleged loan
agreement with Wise Dynasty or the Alleged Legal
Charge, nor the issuance of a cheque in favour of Wise
Dynasty; and

the board of directors of Cyber Centre at the time of
the alleged loan (which comprised Mr. Yang Chien Chi,
Allen and Mr. So Siu Ming, George) did not authorize
any of the Alleged Loan, the execution of the alleged
loan agreement with Wise Dynasty, nor the Alleged Legal
Charge.

The Board promptly reported the irregularities to the

Commercial Crimes Bureau (“CCB"). As at the date of this

report, the outcome of CCB's investigation is still pending.

The Company and Cyber Centre are actively contesting both

Wise Dynasty petitions.
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NOTES TO THE CONDENSED FINANCIAL STATEMENTS

For the six months ended 30 June 2004
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BE_ZTTMFANA=1THILAXEA

20 COMMITMENTS 20 A
(i) Capital commitments (i) EAXREIE
The Group had the following capital commitments for REBBEMERRENE RK
the purchase of properties and equipment: BT -
As at As at
30 June 31 December
2004 2003
R-ZBEBENFE R_TZ=F
~A=+H +tZA=+—H
HK$'000 HK$'000
THERT THE T
(unaudited) (audited)
(REEX) (e EZ)
Contracted but not provided for B R 418 R B & - 10,123

(ii) Operating commitments
The Group has operating lease commitments in respect
of rented premises under non-cancellable operating lease
agreements extending to December 2008. The total
amount of commitments payable under these

(i) BWEEE
BREEBHE_ZTTNF+ AN
A FHEEEZHERZ  ~5E
BEEBEERMENKENEE &
o BELSE R BAAAE

agreements is analysed as follows: BT
As at As at
30 June 31 December
2004 2003
R-ZBENFE R_TZT=F
AA=t+tH tZA=t+—H
HK$'000 HK$'000
THET TET
(unaudited) (audited)
(REER) (&%)

Amounts payable within a period of HAE N E T 5RIE

— within one year ——F R 4,637 10,924
— between two to five years —WMEZERF 2 H 11,013 11,614
15,650 22,538
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NOTES TO THE CONDENSED FINANCIAL STATEMENTS &5 BH B #% 3} 3% Mf &%

For the six months ended 30 June 2004 HE_ZZTNFA=1THIEREAR
20 COMMITMENTS (continued) 20 FEIE )
(iii) Foreign currency forward contracts (iii) HMEBEHELN
As at As at
30 June 31 December
2004 2003
RZZBENFE R-ZZT=F
ANA=t+H t-A=1+—H
HK$'000 HK$'000
TET FAT
(unaudited) (audited)
(REEFZX) (FE&EZ)
Commitment to buy US$2,077,246 RZEZT=F+_H
as at 31 December 2003 =t+—HAZHEA
(As at 30 June 2004: Nil) 2,077,246 7T
(RZZTWF
NA=1H: &) - 16,126
21 SUBSEQUENT EVENT 21 #EH&REHE

In August 2004, FAI completed a rights issue of 9,000,000
shares representing 30% of existing issued share capital of
FAl and 23.08% of issued share capital as enlarged by the
rights issue. Since the Group did not exercise its right to
subscribe for the rights, its equity interest in FAI is reduced
from 49% to 37.69%.

RZZEZENMFENA  BHARELETK
— I8 % % 9,000,000% A% 15 &9 £t f& =
B GEFAEITERBERITRAL
30% ' BIGEERBIEBRNHE BITIRA
23.08% c AR AE B W EITEREFR
BEERG - MEREFREIEAR
AIERE H49% K E37.69% °
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FINANCIAL REVIEW

Results for the period

During the period under review, the Group recorded a turnover of
approximately HK$416.9 million, representing an increase of
33.0% as compared to the corresponding period in 2003.

The loss attributable to shareholders for the period was
approximately HK$33.8 million (six months ended 30 June 2003:
profit attributable to shareholders of HK$5.2 million). The loss
incurred for the period under review was mainly due to provision
for impairment in value of certain long-term investments in Taiwan
of approximately HK$23.6 million, as well as provision for certain
finance lease receivables of approximately HK$14.6 million. Finance
costs increased in line with the average borrowings over the period
under review.

Liquidity and financial resources

The Group generally finances its operations with a mixture of
internally generated cash flow and credit facilities provided by banks.
As at 30 June 2004, the Group's net asset value amounted to
approximately HK$196.4 million (as at 31 December 2003:
HK$233.6 million) with total assets of approximately HK$790.6
million (as at 31 December 2003: HK$818.5 million). Net current
assets were approximately HK$43.1 million (as at 31 December
2003: HK$20.0 million) and current ratio was 1.09 times (as at 31
December 2003: 1.04 times).

Borrowings and gearing ratio

The Group's total borrowings decreased from approximately
HK$471.6 million as at 31 December 2003 to approximately
HK$403.9 million as at 30 June 2004. The decrease was mainly
attributable to the exclusion of the borrowings of Forefront
Automobile Industry Limited, which became an associated company
as at the balance sheet date. With respect to the interest rate
structure of the borrowings, most of the loans raised in Hong
Kong were in line with the Hong Kong Inter-bank Offer Rate,
whereas those raised in Taiwan reference the Singapore Inter-bank
Offer rate and Taiwan Basic Lending Rate. The gearing ratio of the
Group calculated as a ratio of sum of total bank borrowings and
Convertible Bonds to total assets was approximately 51.1%,
compared to approximately 57.6% as at 31 December 2003.
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FINANCIAL REVIEW

Charge on group assets
As at 30 June 2004, the Group's borrowings and banking facilities
were secured by the following:

(i)  Pledges over certain vehicles of the Group's customers which
are pledged to the Group as security for finance leases granted
by the Group;

(i) Pledges over certain finance lease receivables with a book
value of approximately HK$224,318,000 (As at 31 December
2003: HK$193,249,000);

(iii) Pledges of the Group's other investment in Taiwan with a net
book value of approximately HK$1,807,000 (As at 31
December 2003: HK$1,739,000);

(iv) Pledge of bank deposits of approximately HK$5,893,000 (As
at 31 December 2003: HK$7,078,000) by the Group's
subsidiary in Taiwan; and

(v) Corporate guarantees provided by the Company.

Exchange rate exposure

The Group is subject to foreign currency exposure since its purchases
are mainly denominated in US dollars, NT dollars and Euro, while
income derived from the sale of vehicles and provision of after sale
services are mainly denominated in NT dollars, Hong Kong dollars
and US dollars. The Group closely monitors its foreign currency
exposure and hedges such exposure through the use of foreign
currency forward contracts from time to time.
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BUSINESS REVIEW

As shareholders will be aware, the constitution of the Board of
Directors has changed during the period since 30 June 2004. The
Group has experienced a difficult 6 months under review,
attributable mainly to the apparent disappearance of the Ex-
Chairman and Ex-Chief Executive Officer, Mr. Yang Chien Chi,
Allen. As a result, the Board of Directors has been reconstituted in
the interests of shareholders. With that now in place, the Board of
Directors’ immediate priorities are to focus on and stabilize the
trading operations and to review the significant transactions of
concern, including those presently the subject of litigation. The
Board of Directors is working to re-establish the resumption of
trading in the company's shares. The Board of Directors continues
to work closely with the senior management team, along with the
Group's principal business partner, Scania.

Despite this difficult period, the Group's trading business has not
been significantly negatively affected. The Taiwan segment has
experienced reasonable growth. For the Hong Kong segment, the
board is closely monitoring and implementing a turnaround plan to
deliver cost cutting measures with the aim of profitability on a
stand-alone basis.

The Board of Directors is also exploring options for attracting
strategic investors to the Group. It is the Board of Directors' view
that long-term shareholder value will be maximized with the
participation of a strategic and/or industry aligned investor. Clearly
the PRC market provides the Group with significant growth
prospects. The Board of Directors is keen to explore avenues for
developing this market as part of the process.

The Board of Directors continues to keep Scania, major customers
and staff closely informed of significant developments.
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BUSINESS REVIEW

Material acquisitions and disposals

Zero coupon convertible bonds

In February 2004, the Company issued certain redeemable
Convertible Bonds with principal amount of US$15 million
(equivalent to HK$116 million) (“Convertible Bonds") to certain
independent third parties (the “Bondholders”). The Convertible
Bonds are unsecured and convertible into ordinary shares of the
Company with a par value of HK$0.10 each at a conversion price
of HK$2.70 per share at any time on or after 15 June 2004 and up
to 19 January 2009.
issue, the Bondholders have the option to require the Company to

In addition, under the terms of the bond

redeem all or part of the convertible bonds on 2 May 2004 at
100% or on 2 February 2006 at 109.5% or on 2 February 2007 at
116.9% ("Put Option Dates") of the principal amount.

In April 2004, the Company received one redemption notice to
require the Company to redeem Convertible Bonds of US$6 million
which had already been repaid in May 2004.

According to management of the Company, proceeds of only US$10
million has been banked to-date in relation to the Convertible
Bonds issue.

Mr. Michael Tsai has represented himself to the Company as the
subscriber of the outstanding US$5 million portion of the
Convertible Bonds. Mr. Michael Tsai has further represented that a
cheque for HK$38,218,000 issued in favour of the Company by
Ms. Lee Pei Fen is in consideration of his US$5 million Convertible
Bonds subscription. The Company is trying to confirm and verify
Mr. Michael Tsai's representations.

The Board is currently taking legal advice regarding this matter. In
addition the Board is seeking further information from the manager
of the Convertible Bonds issue on the actual events and has
commenced negotiations with Mr. Michael Tsai for resolution of
the issue.
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BUSINESS REVIEW

Disposal of 51% equity interest in Forefront Automobile Industry
Limited

During the six month period ending 30 June 2004, the Group
disposed of 51% of its 100% equity interest in Forefront Automobile
Industry Limited (“FAI") to a third party for consideration of
HK$39,214,000. FAl owns and operates a vehicle assembly plant
in Taipei, and supplies fully-assembled trucks and buses to the
Group in Taiwan. Completion of the transaction occurred on 28
May 2004. Reference is made to various announcements, and in
particular the Circular issued by the Company dated 5 July 2004
(the “Circular") disclosing details of this transaction.

In the Circular, the then Board of Directors of the Company
disclosed that the consideration for the disposal was derived with
reference to the audited net asset value of FAI as at 31 December
2003, and that applying this basis, a gain of approximately
HK$3,930,000 was likely, subject to audit.

During the five months to 28 May 2004, the ongoing trade between
FAl and the Group has resulted in an increase in FAIl's net asset
value as at the date of disposal, to the extent that a net loss of
HK$9,454,000 has in fact been realised by the Group on disposal
of the 51% equity interest.

The Board of Directors of the Company is currently undertaking a
detailed investigation into the disposal disclosed herein, as well as
the trading arrangements now in place between FAI and the Group,
and is examining all avenues available to protect the interests of
the Group.
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BUSINESS REVIEW

Litigation

During the period under review, the Group has received a claim
from Wise Dynasty Limited (“Wise Dynasty") for HK$8 million,
plus interest and costs thereon. Wise Dynasty is also seeking vacant
possession of a property belonging to a subsidiary of the Group,
over which Wise Dynasty claims to hold security. The Group denies
the claims.

Wise Dynasty alleges that it lent HK$20 million to Cyber Centre
Limited (“Cyber Centre"), a 100%-owned subsidiary of the Group,
on 9 March 2004 (the "Alleged Loan"). Wise Dynasty further
alleges, inter alia, that:

(a) the Alleged Loan is evidenced by a loan agreement;

(b) HK$12 million of the Alleged Loan has been repaid; and

(c) the Alleged Loan is secured by a legal charge (the “Alleged
Legal Charge") given by Cyber Centre on 9 March 2004
over a property owned by Cyber Centre (the “Property”).
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BUSINESS REVIEW

Two legal proceedings have been commenced by Wise Dynasty in
respect of the Alleged Loan, being:

(@) a writ of summons has been issued by Wise Dynasty on 19
May 2004 against the Company for the sum of HK$8 million,
being the amount of a cheque allegedly issued by the
Company in repayment of the balance of the Alleged Loan,
together with interests and costs; and

(b) an originating summons has been issued by Wise Dynasty on
16 June 2004 against Cyber Centre seeking the court
determination, inter alia, of the following questions:

(i) the payment of all monies allegedly due under the
Alleged Legal Charge; and

(i)  an order for delivery of vacant possession of the Property
by Cyber Centre to Wise Dynasty.

Based upon information available to the Board up to the date of
this report:

(a) neither the Company, Cyber Centre nor any other member
of the Group ever received any monies from Wise Dynasty;

(b) neither the Company, Cyber Centre nor any other member
of the Group ever paid monies to Wise Dynasty;

(c) the Board at the relevant time did not authorize any of the
Alleged Loan, the execution of the alleged loan agreement
with Wise Dynasty or the Alleged Legal Charge, nor the
issuance of a cheque in favour of Wise Dynasty; and

(d) the board of directors of Cyber Centre at the time of the
alleged loan (which comprised Mr. Yang Chien Chi, Allen and
Mr. So Siu Ming, George) did not authorize any of the Alleged
Loan, the execution of the alleged loan agreement with Wise
Dynasty, nor the Alleged Legal Charge.

The Board promptly reported the irregularities to the Commercial
Crimes Bureau (“"CCB"). As at the date of this report, the outcome
of CCB's investigation is still pending. The Company and Cyber
Centre are actively contesting both Wise Dynasty petitions.
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BUSINESS REVIEW

Use of proceeds

The net proceeds of the share offer in connection with the listing

of the shares of the Company on the Stock Exchange was

approximately HK$92.8 million. The proceeds have been applied in

the following areas:
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Amount
Originally Subsequently utilised up to
planned amended 30 June 2004
EEZ-Z2ETQNF
~NA=1+H
R&t & H& BT BEBAXRE
HK$'000 HK$'000 HK$'000
TET TET THET
Expansion of the Group's after sale WRBRIEIBITRIEN
services by establishing additional FRAS A0 R A FF RS D
self-operated service centres and MERXAEED
authorised service centres E®BRG 35,000 35,000 35,000
Expansion of the financing capabilities of BREAVBERARN
Forefront Finance Co., Limited BE A 20,000 2,385 2,385
Expansion of the chain services BARBEERTAERLA
provided by U-Drive Company Limited P 2 {1t 60 328 96 AR 7% ]2
in Hong Kong and setting up of U-Drive EREMP B ARERZL
in Taiwan and in the Mainland China THRITEH 15,000 15,000 15,000
Development of and the further upgrading AEBEEERHM
of the Group's information system = Bl & 7 2 A
and information technology #— R 5,000 1,070 1,070
General working capital —MREEES 17,800 39,345 39,345
92,800 92,800 92,800
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BUSINESS REVIEW

Use of proceeds (continued)

The net proceeds in connection with the issue of the Convertible
Bonds in February 2004 amounted to HK$116 million. The proceeds
have been applied in the following areas:

EXOE

EBMRERZE @
ZETNF - ARTUBRRESFASRIEF
¥4 $£116,000,000 7T - FISFIEZ AR T
M :

Amount
Originally  utilised up to
planned 30 June 2004

BEZE

—_EENEF

NAZ=+H

FEEHE EEARE

HK$'000 HK$'000

FH&TT TETT

Repayment of bank borrowings BEEITEE 77,000 77,000
General working capital —REEE 39,000 39,000
116,000 116,000

Employment, training and remuneration policy
The total number of staff of the Group as at 30 June 2004 was
380. The Group is committed to staff training and has provided
regular management and technical courses to its employees. The
remuneration policy of the Group’s employees are reviewed and
approved by executive directors. Discretionary bonus is linked to
the profit performance of the Group as well as individual
performance. Other benefits include medical schemes and pension
schemes. Besides, the Company has an employees’ share option
scheme which was adopted on 2 August 2002. Up to the date of
this report, no option has been granted under this new scheme.
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OUTLOOK

The first half of 2004 saw continued expansion in the global
economy. Despite ongoing elevated crude oil prices, a bias towards
tightening of interest rates in most major economies, and the
continuing uncertainties in Iraqg and over the threat of global
terrorism, economic growth has been relatively healthy.

An increasing number of visitors are being allowed by the PRC
Central Government to enter Hong Kong from the Mainland. This
has provided impetus for the retail sector and improved overall
consumption. This has also stimulated the demand for cross-border
transportation to accommodate the increasing traffic flow. The
Group is positioned well to share the results of this market growth.

The increase of Scania's presence in the PRC, as disclosed in the
Company's announcement dated 30 December 2003, will facilitate
the development of business opportunities for the Group in the
PRC while at the same time enable the Group to concentrate its
resources to serve the Pearl River Delta region where it has
established solid business contacts and early mover advantages
over recent years.

With a number of supportive economic measures implemented by
the PRC Central Government, the directors are confident that the
Hong Kong economy will continue to strengthen. The Group's
business in Taiwan is still providing steady contribution, while the
Group's business in PRC is our key growth potential.
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INTERESTS OF DIRECTORS

As at 30 June 2004, the interests and short positions in the shares,
underlying shares and debentures of the Company and its associated
corporations (within the meaning of Part XV of the Securities and
Future Ordinance (the “SFO") of the directors and the chief
executive of the Company which were required to be notified to
the Company and the Stock Exchange pursuant to Divisions 7 and
8 of Part XV of the SFO (including interests and short positions
which they were taken or deemed to have under such provisions
of the SFO), or which were required, pursuant to section 352 of
the SFO, to be recorded in the register referred to therein, or
which were otherwise required to be notified to the Company and
the Stock Exchange pursuant to the Model Code for Securities
Transactions by Directors of Listed Companies, were as follows:

ESES

R-ZENFA=ZTH ARREFERE
ZITHRABEARRRREMEEE (REH R
MR RG] ([ RIMERG) EXVERFTE T
ZRE) Ry ~ AR RERETHRE R
RIFES MAEGPIEXVEFE7RF8D B R
HMARB RN ER AR (BIEIREE
R ERINZFRXEFHE RGN
BRENEDRAR) @ IREESFRAEED
FI52FRBRAZXIGAIENE M AR &
KR BRBELHTAREZTETESFRIH
T ST R 7858 RN X A N B X P 0 A 2 o0k
BT

Name Nature of interests Number of shares % of voting right
"E EmME B3 8B REEBI
Lee Mao Fang Family (Note 1) 3,041,832 0.79%
£ Rk (f3E1)
Yang Chien-Nan Corporate (Note 2) 122,588,805 28.13%
1562 5 A A (fFFE2)
Corporate (Note 3) 27,686,827 6.35%
A (fFE3)
Notes: P 3E -

(1) These shares were held by Mr Lee Mao Fang's spouse, Ms Cheng Mei
Lin, and therefore Mr Lee Mao Fang was deemed by virtue of the SFO to
be interested in these shares.

(2)  These shares were held by Forefront International Limited (In liquidation)
("FIL"). Jetwide Limited, which owns 45% of the issued share capital of
FIL, is wholly-owned by Dr Yang Chien-Nan, and therefore Dr Yang Chien-

Nan was deemed by virtue of the SFO to be interested in these shares.

3) These shares were held by Sunshine Finance Co., Limited, which is owned
as to 80.5% by FIL. Therefore, Dr. Yang Chien-Nan was deemed by

virtue of the SFO to be interested in these shares.
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INTERESTS OF DIRECTORS

Save as disclosed above, as the 30 June 2004, none of the directors
and chief executive of the Company had any interests or short
position in the shares, underlying shares and debentures of the
Company and its associated corporations (within the meaning of
Part XV of the SFO) which were required to be notified to the
Company and the Stock Exchange pursuant to Division 7 and 8 of
Part XV of the SFO (including interests and short positions which
they were taken or deemed to have under such provisions of the
SFO), or which were required, pursuant to section 352 of the SFO,
to be recorded in the register referred to therein, or which were
otherwise required to be notified to the Company and the Stock
Exchange pursuant to the Model Code for Securities Transactions
by Directors of Listed Companies.

Subsequent to 30 June 2004, there have been some changes in the
composition of the Board of Directors of the Company. These
include the resignation of Mr Yang Chien-Nan and Mr Lee Mao
Fang, and the appointment of Mr Kelvin Edward Flynn as Executive
Director and Mr Cosimo Borrelli as Non-Executive Director, all
effective from 8 September 2004.

Mr Kelvin Edward Flynn was appointed as Joint and Several
Provisional Liquidator of Forefront International Limited (In
Liquidation) and Ever Wealth Management Limited (In Liquidation)
with effect from 7 June 2004. Both companies hold a significant
combined shareholding in the Company, as disclosed in the Interests
of Substantial Shareholders section of this report. Mr Cosimo Borrelli
is a professional colleague of Mr Flynn at RSM Nelson Wheeler
Corporate Advisory Services Limited.
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INTERESTS OF SUBSTANTIAL
SHAREHOLDERS

As at 30 June 2004, the following interests and short positions of
5% or more of the share capital of the Company were recorded in
the register of interests kept by the Company pursuant to section

FTERRER

i

N

“EEMFERA=TH  BREAXFRR

Q

EENMEEENEIBCIKREENE L ME
R THREIER AR RIRAS %8k LA A #E

336 of the SFO: mMORE
Number of % of Number of % of
shares voting right shares voting right
Name (long position)  (long position)  (short position)  (short position)
& 12 RE(HR) B REE(XR)
L] (#8&)%H Bok (X&) 8B Bt
Forefront International Limited (In Liquidation) (“FIL")

BAKRNBRAR GRIEFHE) ([FLD)

(Note 1) (Fff5£1) 150,275,632 34.48% - -
Jetwide Limited (Note 1) (Ff &£ 1) 150,275,632 34.48% - -
Ever Wealth Management Limited (In Liquidation)

(R IE/E#) (Note 2) (H#52) 104,573,105 24.03% 92,198,181 21.16%
Caisse Des Depots Et Consignation

(Note 3) (Fff7E3) 48,488,931 11.13% - -
CDC Holding Finance (Note 3) (Fff5£3) 48,488,931 11.13% - -
Caisse Nationale Des Caisse Depargne Et De Prevoyance

(Note 3) (i 7E3) 48,488,931 11.13% - -
CIE Financiere Eulia (Note 3) (H#3) 48,488,931 11.13% - -
CDC Ixis (Note 3) (HT#¥3) 48,488,931 11.13% - -
Nexgen Financial Holdings Limited (Note 3) (Ffi7£3) 48,488,931 11.13% - -
Nexgen Re Limited (Note 3) (ffi5£3) 48,488,931 11.13% - -
Nexgen Capital Limited (Note 3) (Fff3E3) 48,488,931 11.13% - -
Todaytech Asia Limited (In Liquidation) (3% 1E /& 4 )

(Notes 2 & 4) (FifiE25.4) 45,618,683 10.47% - -
Sunshine Finance Co., Limited B 1L E 2K HER D 7

(Note 1) (FiF&E1) 27,686,827 6.35% - -
Yangs Investment Limited 29,594,760 6.79% - -
Deutsche Bank Aktiengesellschaft 35,494,000 8.15% - -
Aeneas Portfolio Company, L.P. 23,400,000 5.37% 23,400,000 5.37%
Notes: (TE 2
(1) Jetwide Limited owns 45% of the issued share capital of FIL, which in (1) Jetwide Limited# BFILE #1TIR A 2 45% -

turn owns 80.5% of the issued share capital of Sunshine Finance Co.,
Limited (“Sunshine"). Therefore these interests are duplicated to the extent

of 150,275,632 shares.

(2)  The issued share capital of Ever Wealth Management Limited (In
Liquidation) (“Ever Wealth") is beneficially owned as to 50% by Mr Yang
Kwn San and as to the remaining 50% by his wife, Yang Wu Tsai Hsiu.
The entire issued share capital of Todaytech Asia Limited (In Liquidation)
(“Todaytech") is owned by Ever Wealth. Therefore these interests are

duplicated to the extent of 45,618,683.
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Ever Wealth Management Limited (38 IE /& #2)
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Todaytech Asia Limited (3 IE /& &)

([ Todaytech]) #) 2 #F 2 % 17 }% 7 £ Ever

Wealth# 5 ° 8% % #2005 145,618,683
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INTERESTS OF SUBSTANTIAL
SHAREHOLDERS

(3)

(4)

The issued share capital of Nexgen Capital Limited is wholly-owned by
Nexgen Re Limited, which is in turn wholly-owned by Nexgen Financial
Holdings Limited, which is in turn owned as to 39% by CDC Ixis, which is
in turn owned as to 53% by CIE Financiere Eulia (“CIEFE") and as to
43.55% by Caisse Des Depots Et Consignation (*CDDEC").

The issued share capital of CIEFE is owned as to 49.9% by Caisse Nationale
Des Caisse Depargne Et De Prevoyance (“CNDCDEDP") and as to 50.1%
by CDC Holding Finance.

The issued share capital of CNDCDEDP is owned as to 35% by CDC
Holding Finance which is in turn wholly-owned by CDDEC.

Therefore the long position interests are duplicated to the extent of
339,422,517 shares and that the short position interests are duplicated to
the extent of 154,000,000.

The long position interests consist of 23,952,000 shares beneficially owned

by Nexgen Capital Limited and 48,480,931 shares holding a call option.

These interests consist of 22,218,683 shares of the Company beneficially
owned by Todaytech and interest in 23,400,000 shares pursuant to writing
a put option to an independent third party.

Save as disclosed above, according to the register of interests kept

by the Company under section 336 of the SFO and so far as was

known to the directors or chief executive of the Company, no

other person (other than the directors or chief executive of the

Company) had any interest or short position in the share capital or

underlying shares of the Company or any associated corporations

which would fall to be disclosed to the Company pursuant to
Section 336 of the SFO as at 30 June 2004.

FTERRER

(3)

(4)

B EXXPRiREEE SN -
HERAIFE336FFEMNECMER -

Nexgen Capital Limited#) £ % 77 % 7 £ Nexgen
Re LimitedZ & # A& * Nexgen Re Limitedfl]
Nexgen Financial Holdings Limited2 & # & -
Nexgen Financial Holdings Limited i CDC Ixis
#H39% * CDC Ixisf CIE Financiere Eulia
(['CIEFE]) # Caisse Des Depots Et Consignation
([CDDEC|) % 5% H53% % 43.55% °

CIEFE®) 2 8 17 & 7N (3 Caisse Nationale Des
Caisse Depargne Et De
([CNDCDEDP]) £2CDC Holding Finance% 5l #%

549.9%%50.1% °

Prevoyance

CNDCDEDPH) B # 17 & /K B8 CDC Holding
Finance##535% ' M CDC Holding Financefl &
CDDECEE %A -

ML - i B R K 339,422 517REE MR
5+ %R = 8% 2 154,000,0000% 5 £ 1) &

{/\ o

11 B HE %5 8 75 23,952,0008% H Nexgen Capital
Limited® = % A 89015 - 248,480,931/ % &
REBEEHRMD -

& 17522,218,683[% Ha Todaytech & % #

m
NAEIIED - $23,400,0000% % & 45 T 58
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INTERIM DIVIDEND PHI R B

The Board of directors has resolved not to declare any interim EEEERANEREE_ZZEMFERA=
dividend in respect of the six months ended 30 June 2004. T HIERE A B ER R EHRE -

PURCHASE, SALE OR REDEMPTION OF BE - HERERALQATZ
THE COMPANY’S LISTED SECURITIES FmEE

During the six months under review, the Company had made the REESHANEAR - AARBEEKRSBG

following purchases of its own shares: |
Number of Shares Highest Price Lowest Price
Trading Day/Date Purchased  Method of Purchase Paid/Share Paid/Share
x5 H FFEERAHE BELE &S F A B AR
BRER BRER
HK$ HK$
T BT
26 Feb 2004 500,000 On the Stock Exchange 1.50 1.39
—EENFE B -+ NH Bk 22 PT
27 Feb 2004 210,000 On the Stock Exchange 1.59 1.50
—EENF B =-++H i 22 PAT
4 Mar 2004 700,000  On the Stock Exchange 1.55 1.45
—ZETWMF=HAMEA Bgt 32 P
5 Mar 2004 400,000  On the Stock Exchange 1.45 1.41
—EENF=HAHA Bt 22 P
8 Mar 2004 260,000 On the Stock Exchange 1.52 1.50
—ZEZNF=ANH Bt 22 P
9 Mar 2004 600,000 On the Stock Exchange 1.51 1.49
—ZETWMF=ANA Bgt 32 Pt
10 Mar 2004 568,000 On the Stock Exchange 1.51 1.45
—ZEENFE=HA+H Bt 22 P
11 Mar 2004 330,000 On the Stock Exchange 1.53 1.50
—ETMF=A+—H Bt 22 P
12 Mar 2004 1,320,000 On the Stock Exchange 1.50 1.48
—ETWMF=A+=H Bgt 22 P
15 Mar 2004 820,000  On the Stock Exchange 1.54 1.48
—ZEENFE=HA+HhHA Bk 22 P
16 Mar 2004 220,000  On the Stock Exchange 1.54 1.53
—TEMFE=A+XH Bt 22 P

Forefront International Holdings Limited
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AUDIT COMMITTEE

The Audit Committee has reviewed with management the
accounting principles and practices adopted by the Group and
discussed internal controls and financial reporting matters including
a review of the unaudited condensed financial statements for the
six months ended 30 June 2004 with the directors.

CODE OF BEST PRACTICE

In the opinion of the directors, the Company has complied with
the Code of Best Practice as set out in the Listing Rules throughout
the accounting period covered by the interim report, except that
the independent non-executive directors of the Company are not
appointed for specific terms but are subject to rotation in accordance
with the Company'’s Articles of Association.

By order of the Board
KELVIN EDWARD FLYNN

Executive director

Hong Kong, 23 September 2004
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INDEPENDENT REVIEW REPORT

To the Directors of
Forefront International Holdings Limited

Introduction

We have been instructed by the Board of Directors of the Company
to review the interim financial report.

Respective responsibilities of Directors and Independent
Accountants

The Rules Governing the Listing of Securities on the Stock Exchange
of Hong Kong Limited require the preparation of an interim financial
report to be in compliance with SSAP 25 “Interim financial
reporting” issued by the Hong Kong Institute of Certified Public
Accountants and the relevant provisions thereof. The interim
financial report is the responsibility of, and has been approved by,
the directors.

It is our responsibility to form an independent conclusion, based
on our review, on the interim financial report and to 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.

Review work performed

We conducted our review in accordance with SAS 700
“Engagements to review interim financial reports” issued by the
Hong Kong Institute of Certified Public Accountants, except that
the scope of our review was limited as explained below. A review
consists principally of making enquiries of group management and
applying analytical procedures to the interim financial report and
based thereon, assessing whether the accounting policies and
presentation have been consistently applied unless otherwise
disclosed. A review excludes audit procedures such as tests of
controls and verification of assets, liabilities and transactions. It is
substantially less in scope than an audit and therefore provides a
lower level of assurance than an audit. Accordingly we do not
express an audit opinion on the interim financial report.

Forefront International Holdings Limited
Interim Report 2004
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INDEPENDENT REVIEW REPORT

The scope of our review was limited in respect of the financial
information of Forefront Automobile Industry Limited (“FAI"):

The condensed financial statements for the six months ended 30
June 2004 includes significant financial information of FAI for the
period from 1 January 2004 to 28 May 2004 as a subsidiary and
for the period from 29 May 2004 to 30 June 2004 as an associated
company in the amount as shown in note 2 to the interim financial
statements. Loss on partial disposal of investment in FAI in the
amount of HK$9,454,000 and the Group's share of profit of FAI
for the period from 29 May 2004 to 30 June 2004 in the amount
of HK$6,206,000 being part of share of profit of an associated
company have all been included in the condensed consolidated
profit and loss accounts. The Group's investment in FAI as
investment in an associated company in the amount of
HK$54,569,000 has also been included in the condensed
consolidated balance sheet. We were unable to gain access to the
accounting records and other information necessary for our review.
As a result, we are unable to determine whether the financial
information regarding FAl as included in the interim financial
statements are fairly stated.

Fundamental uncertainty

In arriving our review conclusion, we have considered the adequacy
of the disclosures made in note 19 to the condensed financial
statements concerning the legal actions taken by a company holding
out to be a secured creditor (“the Claimant”) against the Company
and a subsidiary of the Company.

As explained in more detail in note 19, the Claimant is claiming
the payment of the alleged sum of HK$8 million together with
interest and costs and an order for delivery of vacant possession of
the property in question by the subsidiary to the Claimant. However,
the outcome of the claim is uncertain and the outcome of the
litigation may have significant potential adverse effect on the
financial position of the Group. The condensed financial statements
do not include any adjustments that would arise in the event should
the Group be unable to successfully defend this litigation.
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INDEPENDENT REVIEW REPORT

Modified review conclusion arising from limitation of review scope

Because of the significance of the possible effect of the limitation
in the scope of our work and the fundamental uncertainty regarding
the outcome of the outstanding litigation, we are unable to reach
a review conclusion as to whether material modification should be
made to the interim financial report for the six months ended 30
June 2004.

Moores Rowland Mazars
Chartered Accountants

Certified Public Accountants

Hong Kong, 23 September 2004
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