Executive Director's Statement

HITES®RS

BUSINESS REVIEW

Introduction

The Group is now one and a half year into the turnaround plan, which is
probably the half way point. In broad summary, the group is now stabilised
and has a future. The Board's attention was turned to growth and
development and forming a strategic plan to provide shareholder returns
and investment liquidity. The year under review has seen a resolution of
all of the major legacy issues which had affected the Group since mid-
2004. Whilst the loss of the Taiwan license was a major disappointment,
the fact that there is now some certainty around the remaining licenses,
the shareholder base and the Group's liquidity position provides a solid

platform for the business going forward.

Unfortunately, despite significant efforts by management, the Board and
Scania over a period of almost a year, the Group was not able to restore
control over the Group's Taiwan operations. At the same time, the former
controlling shareholders (the Yangs family) and management team
established a new venture with Renault, in direct competition with the
Scania business. These events culminated in the decision by Scania to take
back control of its brand in Taiwan, which came as a major blow to the
management team and the Board. Shareholders will be aware that the
Taiwan market comprised a significant element of the Group's
operations - 70% of the Group's consolidated revenues in 2003 derived
from Taiwan. Nevertheless, the agreement reached with Scania to issue
new licenses with respect to the Group's remaining territories (Hong Kong,
Macau, Shenzhen and Zhuhai) has brought certainty to the Group's
immediate future and provides a platform from which to grow and develop
a profitable Southern-China business.
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In respect of the operations in Hong Kong, the Group disposed of its head
office and main service centre premises at Yuen Long at a profit in
December 2005. The disposal was part of the Group's turnaround plans to
move to a more strategic location in late 2006. The sale proceeds were
used partly to repay Wise Dynasty Limited ("Wise Dynasty"), bank
borrowings and to redeem US$4 million outstanding convertible bonds in
February 2006. The Wise Dynasty case is a legacy issue associated with
Allen Yang, the former chairman of the Group, who was alleged to have
forged the Company's cheque and mortgaged the Company's head office
premises at Yuen Long, all of which were without proper authorisation
from the Board. The dispute between the Group and Wise Dynasty is now
fully resolved. The Board had reported this case to the Commercial Crime
Bureau of the Hong Kong Police ("“CCB") and the CCB is presently
investigating the case and Allen Yang.

A further legacy issue has also been resolved recently. Allen Yang arranged
for Mr. Michael Tsai ("Mr. Tsai") to subscribe for a US$5 million portion
of the Company's US$15 million convertible bond issue in early 2004. Mr.
Tsai presented a cheque to the Company for the above subscription,
however, the cheque was not banked by the Company's former
management. The Board subsequently learned that the issuer of the cheque
was the wife of Allen Yang and the cheque has disappeared. In February
2006, the Company managed to settle the US$5 million outstanding
convertible bonds with Mr. Tsai whereby both parties agreed for the
Company to purchase the relevant bonds for USSNIL and the relevant
bonds be cancelled in accordance with their terms. Accordingly, the
Company has successfully redeemed and cancelled all its outstanding
US$15 million Bonds.

Shareholders will be aware that the shareholder base of the Company has
gone through a process of consolidation during the year under review.
Certain financial institutions had become major shareholders, whilst the
original controlling family shareholders (“the Family") lost their controlling
stake in the Company. During the year, Scania, the principal supplier of
the Group, increased its shareholding from 4.76% to 22.54%, and became
the single largest shareholder of the Company. This has brought
considerable stability to the shareholder base, and resulted in the

appointment of a senior, Scania-nominated director to the Board.
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In view of past mismanagement by the former management, both the
Board and the current management team appreciate the importance of
good corporate governance and internal control management. Many new
internal control policies and corporate governance practices have been
implemented throughout the Group for better segregation of duties and
authority processes. In addition, regular management meetings and
reporting are also being conducted and adhered to, with a view to enhanced
communication and control.

A new remuneration committee has been established to assist the Board
to develop and administer a fair and transparent procedure for setting
policy on the remuneration of directors and senior management of the
Group and for determining their remuneration packages. Furthermore, the
Company has recently passed a resolution in the extraordinary meeting of
shareholders in March 2006 in compliance with the requirement of the
Listing Rules for directors to retire by rotation once every three years.

Sales of motor vehicles

During the year under review, the total number of units of vehicles sold
and total turnover was lower by approximately 51% and 179% respectively
as compared to 2004. The former management focused on sale volume
and sacrificed profit margin. The current new management changed its
pricing strategy in 2005 with an emphasis on profitability. The gross profit
has improved from HK$13.8 million (8%) in 2004 to HK$20.0 million (15%)
in 2005. The management expects the increase in profitability level to

continue.

Provision of motor repair and maintenance services

Repair and maintenance services decreased by 35%, which was mainly
due to the former management's decision to consolidate all service and
parts sales centers from three to one site. The management believes with
the opening of a secondary service center at Lo Ma Chau and the addition
of a mobile van, the Group will be able to recoup some of the lost market
share.
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Provision of other motor-related services

Provision of other motor-related services mainly relates to the fuel
commission income under the name of U-Drive. The competition in this
market has become increasingly intensive this past year. International
crude oil prices continue to increase with the cost of fuel following.
Management believes there will be declining demand in this business. The
revenue for this business stream has declined by about 20% during the

year.

OUTLOOK AND FUTURE PLANS FOR MATERIAL
INVESTMENTS OR CAPITAL ASSETS

The Board expects steady growth for the first half of 2006 and increasing
business activities and growth in the second half of 2006 as a result of
several new business developments currently undertaken by the

management team.

In respect of the existing operations, the management has already identified
several locations near the border to Shenzhen in order to relocate the
existing head office and repair and maintenance service facilities to
strategic locations. In March 2006, the Group signed a new lease at Lok
Ma Chau to increase service network as well as to cater to the increasing
demands near the Shenzhen border. In addition, the Group will add a
mobile service van around mid 2006 to service customers operating at
ports in Hong Kong.

In view of the robust economy in Mainland China and increasing demand
for container truck and coach services across the border, the management
has been in discussions with several potential parties to set up service
centres in Shenzhen and Zhuhai from 2006 onwards. The Board believes
the increase in service network coverage will improve the Group's services
to its customers both in Hong Kong and across the border and ultimately
enhance the profitability of the Group.

| am very pleased to announce that the Group has recently obtained the
People's Republic of China ("PRC") government approval to establish a
company in Shenzhen under the Closer Economic Partnership Agreement
(CEPA). This new company is authorised to import and sell Scania heavy
vehicles, coaches and related parts in Shenzhen.
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On 29 March 2006, the Group signed a Letter of Intent with Xiamen
Golden Dragon Van Co. Ltd ("Golden Dragon") for a cooperation agreement
to build buses and coaches with Scania chassis. Golden Dragon is the
second largest bus manufacturer in China with a turnover of USD400
million in 2003. Under the proposed plan, the Group will serve as an
export agent for Golden Dragon for markets of Hong Kong, Macau,
Shenzhen, Zhuhai and Southeast Asia. The Board believes the cooperation
between Golden Dragon and the Group will benefit both parties both
economically and strategically.

On the strategic end, the Board's immediate focus is on the resumption of
trading of shares on the Hong Kong Stock Exchange. The Board and the
management team are working diligently with its legal and financial
advisers to prepare a proposal for the resumption of trading in the shares.
The Board believes resumption of trading in the shares is in the best
interests of the shareholders. Beyond that, the board is focused on working
with its advisers on a strategic business plan to drive future shareholder

value.

RESULTS AND APPROPRIATIONS

Details of the Group's results for the year ended 31 December 2005 are
set out in the consolidated income statement on this annual report.

The Board does not recommend the payment of a final dividend in respect

of the year ended 31 December 2005 (2004: nil).

APPRECIATION

Finally, I would like to express my sincere gratitude to all our staff for
their loyalty and dedication and our customers, suppliers, bankers and
shareholders for their continued support.

Kelvin Edward Flynn
Executive Director

21 April 2006
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