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The Board of Directors the (“Directors”) of Forefront
International Holdings 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 2006 as follows:

CONDENSED CONSOLIDATED INCOME STATEMENT
FOR THE SIX MONTHS ENDED 30 JUNE 2006:

BOBRZERAERAA ([RAAF])EFE
([EEE]) EHERARFREWE QA
(il [R&EBH ) BHE_ZTTRFARA=T
BIERBERAZREERGEATHESZNT:

&GS R
HE-ZZAFXA=TAIEAEA:

Six months ended
BZT5A8IE<EA
30 June 30 June
2006 2005
R-ZEZ2ERE RZZTTHF
~A=+H ~NA=+H
HK$'000 HK$'000
F#& T FAET
Note (Unaudited) (Unaudited)
Bt 5 (REEX) (RgEEZ)

Turnover L

Cost of sales and services 55 & MR A A
Gross profit £ F

Other income Halg A
Distribution and selling expenses SHREERX

General and administrative expenses —M RITHMAX

Loss from operations K EE

Finance costs BE KR

Loss before taxation BB R E 4R

Taxation TIE

Loss for the period HAEE

Attributable to: LA A REAE
Equity holders of the parent BARIRERE A
Minority interests DER R =

Dividend [es)

Loss per share — basic (HK cents) GRREE — &K GBI

Forefront International Holdings Limited #& /7 BI[& % i B fR A 7]

2 48,462 61,498
(41,559) (52,990)

6,903 8,508

1,186 1,199

(506) (669)

(20,803) (30,310)

3 (13,220) (21,272)
(369) (1,895)

(13,589) (23,167)

4 _ _
(13,589) (23,167)

(13,589) (23,167)

(13,589) (23,167)

5 (3.12) (5.31)




CONDENSED CONSOLIDATED BALANCE SHEET
HHGRAEERER

AS AT 30 JUNE 2006
R=FFAFAAZ1A
As at As at
30 June 31 December
2006 2005
R-ZBZERFE R-ZZTTRHF
NA=+H +tZA=+-—8H
HK$'000 HK$'000
T& T FE T
Note (Unaudited) (Audited)
B 5 (REER) (L&FE=Z)
Non-current assets kRBEE
Property, plant and equipment M BB KRR 7 625 313
Interests in unconsolidated subsidiariesA KA M B QA 7l 2 #E = 8 48,174 48,174
Investment securities "EFES 9 = -
48,799 48,487
Current assets REBEE
Inventories T8 23,739 34,108
Trade and other receivables JE U E 50k SR N B FE UK R 10 17,630 66,266
Pledged deposits BB IER 11 558 1,474
Bank balances and cash WITHEGF LR S 16,751 62,805
58,678 164,653
Current liabilities REBAE
Trade and other payables JEHE SR N B A FE A FOE 12 18,925 29,913
Amounts due to unconsolidated FE R 4x A M B A R FkIE
subsidiaries 8 52,732 51,742
Current portion on interest-bearing FFEEEZANEE D
borrowings = 9,366
Zero coupon convertible bonds ZREMRKES 13 = 72,710
71,657 163,731
Net current (liabilities) assets RE (BB EEFHE (12,979) 922
Total assets less current liabilities ZBELEBRABEAER 35,820 49,409
Net assets EERE 35,820 49,409
Equity and Reserves RAE R #
Share capital [N 14 43,577 43,577
Reserves & (7,757) 5,832
Equity attributable to equity holders B AR REFF B A FEE g
of the parent 35,820 49,409
Minority interests DB R = - -
Total equity RELAE 35,820 49,409
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CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

ERGERREZSBH KR

FOR THE SIX MONTHS ENDED 30 JUNE 2006

BE—FENFNA=T1THINEA

Beginning of period B9
Translation adjustments ~ E X HE
Revaluation B
Loss for the period BAEE

End of period ZES

Six months ended 30 June 2005 (Unaudited)
BE-ZTRE A=tALAEA (REER)

Capital Property  Cumulative

Issued Share Capital redemption  revaluation  translation Accumulated Minority Total
capital premium reserve reserve reserve reserve deficit Total interests equity

BEf EXER  nEER Zi SHRR
kx RIGEE  ATEE 515 HE  EXEE ZHER @i Br  REEE
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HKS$'000 HK$'000 HK$'000
T TEx TEL TEx TEL TEx TEL TEx TEL T
Beginning of period g1 43,577 235,491 10,482 1173 4,505 (5721) (118,827 170,680 - 170,680
Translation adjustments B3 % - - - - - 11 - 11 - 11
Revaluation B - - - - (4,509) - - (4,505) - (4,505)
Loss for the period BhEE - - - - - - (23,167) (23,167) - (23,167)
End of period B 43,577 235,491 10,482 1173 - (57100 (141,994) 143,019 - 143,019

Forefront International Holdings Limited 1& 5 Bl AZ AR A 7



CONDENSED CONSOLIDATED CASH FLOW STATEMENT

FHHGERERER

FOR THE SIX MONTHS ENDED 30 JUNE 2006
BE—ZFENFNA=FTHINEAR

Six months ended

BETSRAEBIEAEA

30 June 30 June
2006 2005
R=ZZRE R_TZTRLF
~H=1H RA=+H
HK$'000 HK$'000
FHET FHET
(Unaudited) (Unaudited)
(RBER) (REEEZ)
Net cash used in operating activities EEXKEHMARSFE (4,786) (4,747)
Net cash generated from investing RETHMERSER
activities 1,042 565
Net cash used in financing activities METHMARSER (43,226) (448)
Decrease in cash and REPREEEYRD
cash equivalents (46,970) (4,630)
Cash and cash equivalents HOzREeRASEEY
at beginning of period 64,279 14,311
Effect on cumulative B ERREBZE
translation adjustments - 11
Cash and cash equivalents HRZHASRASEZEY
at end of period 17,309 9,692
Analysis of cash and cash equivalents: RE&RBESEEY D
Bank balances and cash and RITEFRAER
pledged deposits BERB|ER 17,309 9,692
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
ERGREMBRRME

FOR THE SIX MONTHS ENDED 30 JUNE 2006

1.

HE_FEEXNFNA=FHILEAA

STATEMENT OF COMPLIANCE AND
ACCOUNTING POLICIES

These interim 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 Limited (“Listing Rules”), Hong Kong
Accounting Standard ("HKAS") 34 "Interim Financial
Reporting”, other relevant HKASs and Interpretations and
Hong Kong Financial Reporting Standards ("“HKFRSs")
issued by the Hong Kong Institute of Certified Public
Accountants (“"HKICPA").

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 statements for the year ended 31
December 2005 except for the following:

HKAS 39 amendment Financial Guarantee Contracts

A financial guarantee contract is a contract that requires
the issuer to make specific payments to reimburse the
holder for a loss it incurs because a specified debtor fails
to make payment when due in accordance with the original

or modified terms of a debt instrument.

In prior years, financial guarantee contracts were accounted
for under HKAS 37 “Provisions, Contingent Liabilities and
Contingent Assets” (“HKAS 37") as contingent liabilities.

Forefront International Holdings Limited #& /7 BI[& % i B fR A 7]

1.

BHBHARETHE

HEERES T M BRRDREEE
BMAERSMARIAES LW KA
(TEWHRA) M2 ERKER
E-UARBBEEGMAS ([ERAF
MAg]) BmzcBEBEER([EFR
ERER) E34F [P HEBRE I R
HpAME et Bl RRE URE
BB HRELER ([ERMBREE
LUNDRIE L=

AN EREEZEREE P VR
FERAZ G BRREAKRERE-F
ZRE+ A=+t HLFELEZM
BHRERMEBEERM B0 LT
ERRM:

B GRTER
F395% (BRI A)

MBERELD

MBRERAODEEX —HEBEHAR
BEIRMRER T RRA BT IRRERN
BIEER BT B ERIR AR
BERBARLMPRBRZEL-

RUEFE BHERSODIRERE
SRIERFEITR[BE HARBERK
REE] (BEBEERMFEI7HR]) A
IRAIAREE



NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

STATEMENT OF COMPLIANCE AND
ACCOUNTING POLICIES (continued)

With effect from 1 January 2006, the Group is required to
recognise a financial guarantee contract initially at fair value,
which is likely equal to the premium received if the financial
guarantee contract was issued to an unrelated party in a
stand-alone arm’s length transaction. Subsequently, it is
measured at the higher of (i) the amount determined in
accordance with HKAS 37 and (ii) the amount initially
recognised less, when appropriate, cumulative amortisation

recognised in accordance with HKAS 18 “Revenue”.

The Group has provided a financial guarantee to one of its
unconsolidated Taiwan Subsidiaries, Sunshine Credit
Limited (“SSC"). The adoption of this amendment has no
significant impact on the results of operations and financial

position of the Group.
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 HKFRS 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

Reference is made to the Company’s 2005 Annual Report.
The Group has been involved in a dispute concerning
control of its subsidiaries operating in Taiwan, namely
Forefront International Automotive Limited (“FIAL"), SSC
and U-Drive Smart Card Company Limited (collectively
referred to as “Taiwan Subsidiaries”). On investigating the
status of the Taiwan Subsidiaries, it had become apparent
that operating assets of the Taiwan Subsidiaries were used
illegally and without authorisation by former management.
Multiple pieces of litigation, both civil and criminal, were
initiated against the former Taiwan Subsidiaries’

management to recover the assets of those subsidiaries.

1.

RS E M RRMEE

FOR THE SIX MONTHS ENDED 30 JUNE 2006
BE—FTEXNFNA=F+HIFEAAR

BHBHARETHE &)

H-ZETRNF-A—BE XEENS
BEAVFERRTHERS O HUB
ERAENN—BEBILRATRS T AERH
BATEG RIFREREERARER
EFREYORE-MBERAOBRIR)
REFEBGAENEIREECERN
(VPR ZEBR (WER) REE
AR ERF 185 A R 2 REt
#iH (AR ERE)TE-

AEEE M — R G EHER
A BB AR A ([Bl )
R — BH B RRA O AL T
RIS 2 0 R B R B TS IAOR I J
EPS T2

EREMEMARERZEEMBREE
Alzgd

RS A ERM — R R
WEHREE M BRERA I RE
{ER] 2 B AWM H MG EA - A EE I
RERMULEEEVHRSER LA
HImM S EAY N e HAKEEYN S
Ran Ut FEBHE 2 AR A M RER
BREREATZE-

EEMEATR

RURAARRFT —_TZTRAF2FR-K
KEFR-—FERARBELEZMBA
AEbE DT ZENBRANRE
TEEARERMBERAR ([EAE
B BLURERTESZRERAA
(GHEaENEBAR]) -ZREQEMH
BRARZIMNE SEEERBEARZ
REEERRERNEREINERERE
BERTER - AEECRBENRBRARF
RIEEERLZBERERAMEFA N
EBRRENBRARZEE-
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
ERGREMBRRME

FOR THE SIX MONTHS ENDED 30 JUNE 2006

1.

HE_FEEXNFNA=FHILEAA

STATEMENT OF COMPLIANCE AND
ACCOUNTING POLICIES (continued)

Taiwan Subsidiaries (continued)

The Company provided for an impairment loss on
investment of HK$100,880,000 for Taiwan subsidiaries in the
2005 financial statements. No impairment loss has been
recognised for the investment in FIAL of HK$48,174,000 as
at 31

independent accounting firm in Taiwan to reconstruct its

December 2005. FIAL has commissioned an

financial statements, which is expected to confirm it has no
outstanding debts due to third parties. Once the
independent accounting firm confirms such position, FIAL
and the Company intend to enter into a mutual agreement
to allow FIAL to waive the inter-company balance of
HK$52,638,000 as at 30 June 2006 (31 December 2005:
HK$51,742,000) owing by the Company to FIAL and also
write off the Company's investment in FIAL. The waiver of
HK$52,638,000 and the impairment loss for the FIAL
investment of HK$48,174,000 would result in a net financial
gain of HK$4,464,000 in the financial statements of the
Company. The reconstruction of accounts of FIAL for the
year ended 31 December 2004 and 31 December 2005 is
expected to complete by the end of September 2006. The
accounts will then be audited, and the audited accounts
for the year ended 31 December 2005 will then be rolled
forward for the forthcoming financial year ending 31
December 2006 and audited as part of the Group audit for
this financial year. Until then, it has been difficult to form a
view with any accuracy or reliability of the financial position
of FIAL.

Forefront International Holdings Limited #& /7 BI[& % i B fR A 7]

1.

BHBHARETHE &)

ARENBELR (&)
ARARZEERF2HBREARE
B J& X 7142 % & £0100,880,0007% 7T 2
RERBEBERE- R-_ZTRF+=
A=+ —BYERRBHEEREAEH
48,174,000 T 2 I B R TR ES
B-BAREBELTAE —HBLER
MITEEREMEHRE CHEHABRAELL
ERENTE-F2REREER -BLE
ETRNIT — &S ERUL AR % - B B R
ARRBEIY —BEEWRZ UBHFR
FERBRREEARARR T NEAS
TAREBBAER ZARBEHRBE
52,638,000 T (ZEZERAF+-A =
+—H 51,742,000/ 7T) - A HE AR
AREBEHFEBRZEE - MMEB L Z
52,638,000 7T & B B & 7 B &
48,174,000 LI & Z B EE B S A
A A) 2 B 75 R R E 4,464,000 T 2
MHBRRFE-RBRIBBERBEESZT
NE+—A=+—ARZZETRF+=
A=+—RIEFEZIREEEBHR=
ZERNFNLARTK -BHBAIKREBER
B mEBEE-_ZEZTRF+_A=1+—8
IFFEZEERIREEFEEEEE
—EERFF+ A=+ —HLEMEBAE
B UWIEARNEB AN RFEHEIZEE
2 —Bh 0 o B A R BE B AR 7 BB 2 B
BARAIEEFRNERKAIEZER -



NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

STATEMENT OF COMPLIANCE AND
ACCOUNTING POLICIES (continued)

Taiwan Subsidiaries (continued)
As a result, the financial statements of the Taiwan
Subsidiaries have not been included in the consolidated
financial statements of the Group for the period ended 30
June 2006, for the year ended 31 December 2005 and for
the period ended 30 June 2005 since, in the opinion of the
Directors, the inclusion of these financial statements may
result in an inaccurate picture of the Group's financial
position and performance. Whilst the Directors consider
that the exclusion of these subsidiaries is the best way of
presenting the Group’s financial position and results for
the year in the circumstances, the reason for the exclusion
is not one of the reasons for exclusion provided for in HKAS
27 "Consolidated and separate financial statements”
("HKAS 27") issued by HKICPA and, in this respect, the
condensed consolidated financial statements are not in
and the

uncertainties around the financial positions of the Taiwan

compliance with HKAS 27. For this reason,

Subsidiaries, the Company’s auditors are not able to reach
a review conclusion for the period ended 30 June 2006
and disclaimed their opinion on the financial statements of
the Group for the year ended 31 December 2005.

The 2006 figures in the condensed consolidated income
statement, condensed consolidated balance sheet,
condensed consolidated statement of changes in equity
and condensed consolidated cash flow statement are

comparable with the 2005 figures.

1.

RS E M RRMEE

FOR THE SIX MONTHS ENDED 30 JUNE 2006
BE—FTEXNFNA=F+HIFEAAR

BHBHARETHE &)

BBNELR (&)
At &K B QR 2 M5 RR I EAT
ALEBHE_ZTREFA=1TRHL
HE BE_TTAF+_A=+—H
HFER#EE_ZTRAFA=+tAHL
HEzHEEMBHRE SREFAS &
AZEPBERE NG ERAEE 2715
MRARERBREE - BEEFRBE
ERBERTAHAREZHNBEBRARZES
RENNAEEERNFE 2HMBMRR R E
BzREAXMETFTALEHRERF

ZEBUFREESTMAEEMZE
Bt ERFE 275 F,%m & MBI KR

®I([EBEFTERE275]) 2RE
BT AZERBZFKEZER A
Ehestitn s BAKAMBERRLE
BTEEGERE 275 -ER IR E
REBEENBRRMBMARZ TR
AR AARGZBEMARERBE_TZ
NENA=ZTHILHRESERNE®
MR AEERE_TTRF T A=
—BLEFEZHMBRERTIERER

BRRA kSR BRRAEERESR.

B G IR RS @J%&F‘Eﬁﬁi =F
EREXAN_ZEERNFHFAHEH_F
THEZHTEEGRALER
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

i B 4R S B 5 3R 3R B =

FOR THE SIX MONTHS ENDED 30 JUNE 2006
BE_FEXNFNA=ZFHILMEAA

1. STATEMENT OF COMPLIANCE AND
ACCOUNTING POLICIES (continued)

Taiwan Subsidiaries (continued)
Despite the issues noted above, it is the opinion of the
Directors that it is appropriate to apply the going concern

basis in preparing the consolidated financial statements.

The unaudited condensed consolidated financial statements
have been reviewed by the Audit Committee, and by the
auditors, Moores Rowland Mazars, in accordance with
Statements of Auditing Standards 700 “Engagements to
review interim financial reports”, issued by the HKICPA.
The full version of the review report from Moores Rowland

Mazars is attached hereto.

Forefront International Holdings Limited #& /7 BI[& % i B fR A 7]

1.

BHBHARETHE &)

BBNELR (&)
#HEXHMEE EEERSEAR
BREEERUGSVBRREBE

o

Bk

AREZERGAVBRREHEZE
BeRl ULARBMENfReSES
RN R ARIEEA M AGH L2
BRI FET7005% [FH T BT BRE
ZERE|EM - ReFSEET
EHMcERREEX



NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

BE SRR T R

FOR THE SIX MONTHS ENDED 30 JUNE 2006
BE—FTXNFANA=FHILMBA

2. SEGMENTAL INFORMATION 2. 7HEH
a. Business segment a. X¥BoHE
The Group is principally engaged in the trading of AEBTFENFEHE REC LR
motor trucks, coaches and vehicle accessories, AETREHE S REHETERBR
provision of motor vehicle repairs and maintenance BRG MR HEEMTERERS-
services and provision of other motor vehicle related REBHESTMOT:

services. An analysis by business segment is as follow:

Six months ended 30 June 2006 (Unaudited)
HE-SEAEAAZTHLEAEA (REER)

13

Turnover
Sales to external customers

Inter-segment sales

Total turnover

Operating results

Segment results

Taxation

Loss attributable

to shareholders

EXE
HIREPHE
PEEHRHEE

BEXE

Bexm
pEES

KA

BREBER
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
BE SR E Yk

FOR THE SIX MONTHS ENDED 30 JUNE 2006

HE_FEEXNFNA=FHILEAA

2. SEGMENTAL INFORMATION (continued)

a. Business segment (continued)

2.

THEER @)

a. X¥o®(#&)

Six months ended 30 June 2005 (Unaudited)
BE_ZERE AZHALEARER (REER)

Provision of
Trading of ~ Provision of ~ other motor
trucks, coaches  repairs and vehicle
and vehicles maintenance related
accessories services services  Unallocated  Eliminations Total
g%,
EEETR R R
RETR REEE Hip)R&
ZEB5 RERK B R REAE Y @t
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
THAT FAT FAT FAT FAT THAT
Turnover L
Sales to external customers ~ ¥SM\ERFHE 47216 11,762 2,520 - - 61,498
Inter-segment sales PRERRHEE - 3,209 96 - (3,305) -
Total turnover BREE 47,216 14,971 2,616 - (3,305) 61,498
Operating results Bexr
Segment results EESS (2,865) (2,719 2,572 (20,155) (23,167)
Taxation BB -
Loss attributable REEEER
to shareholders (23,167)

Forefront International Holdings Limited #& /7 BI[& % i B fR A 7]



NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
BE SNk e R

FOR THE SIX MONTHS ENDED 30 JUNE 2006
BE—FTEXNFNA=F+HIFEAAR

2. EER ®

2. SEGMENTAL INFORMATION (continued)

b. Geographical Segment
The Group's activities are conducted predominantly
in Hong Kong and the People’s Republic of China
("Mainland China”). An analysis by geographical

segments is as follows:

b. HBESE
AEEBZREXBETERBER
hEARKAME ([HERHE])E
TeRWEDBEONAT:

Six months ended June 30 2006 (Unaudited)
BE-_ZEREAA=THLEAREAR (REEFEXR)

Mainland
Hong Kong China Total
&8 L A i F
HK$'000 HK$'000 HK$'000
FET TET TExT
Turnover o ] 46,780 1,682 48,462
Segment results DIER (3,359) (161) (3,520)
Loss from operations KEEE (12,722) (498) (13,220)
Six months ended June 30 2005 (Unaudited)
HE_ZZAF A SA=-ZTHIEANEAR REER)
Mainland
Hong Kong China Total
BB oA et
HK$'000 HK$'000 HK$'000
FHET FHT FAET
Turnover EHETE 61,296 202 61,498
Segment results DEEE 1,411 (2,230) (819)
Loss from operations KB (18,950) (2,322) (21,272)

Interim Report 2006 —ZZTXFHHHRE
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

i B 4R S B 5 3R 3R B =

FOR THE SIX MONTHS ENDED 30 JUNE 2006
BE_FEXNFNA=ZFHILMEAA

3. LOSS FROM OPERATIONS

Loss from operations has been arrived at after charging:—

KEBER
2B RDRNE T &R 3 H 5

/8 .
= —

Six months ended 30 June

BEXNA=THLAER

2006 2005

—EBEARF —ETREF

HK$'000 HK$'000

FET FET

(Unaudited) (Unaudited)

(REER) (REgEEZ)

Depreciation re 185 2,965

Staff costs and related expenses BTHRARMBBERAX 9,343 8,795

Provision for success fee (see note 15) TAKEMN & B & (R M 5E15) 3,500 -

Provision for litigation AR - 7,000
TAXATION BiE

Profits tax has not been provided as the Group incurred a

loss for the tax purposes for the period.

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$13,589,000 (six months ended 30 June
2005: HK$23,167,000) and on 435,772,000 shares (six months
ended 30 June 2005: 435,772,000 shares) in issue during
the period. No diluted loss per share is presented, as the
effect of conversion of the convertible bonds into 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 note 15 to the condensed consolidated
financial statements, the Company has agreed to pay A&M
Asia a success fee that comprises in part a certain amount
of the Company'’s shares. At the balance sheet date, the
necessary conditions for the award of the success fee have
not yet been met and therefore no contingently issuable
ordinary shares in respect of this success fee have been

included in the calculation of diluted loss per share.

Forefront International Holdings Limited #& /7 BI[& % i B fR A 7]
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
BE SNk e R

FOR THE SIX MONTHS ENDED 30 JUNE 2006

6. RELATED PARTY TRANSACTIONS 6.
During the six months ended 30 June 2006, the Group had

the following significant related party transactions:—

HE-FEAFA

BEALXRS

A=1HIEAR

BE_TTERFRAA=THLEAER &
SEZETTIERBEALRS —

Six months ended 30 June
BZXA=+HIEAEA

2006 2005
—EERE —ETRF
HK$'000 HK$'000
TE T FAT
(unaudited) (unaudited)
(REER) (REEEZ)
Alvarez & Marsal Asia Limited ZEBERERAR ([ZHE])
("A&M Asia”) (Note a) (B 5Ea)
— Professional fee paid/payable —BEN/ERNEEER 5,750 -
RSM Nelson Wheeler Corporate BRAECEBEBERBERRAR
Advisory Services Limited (r@emx]) (Msta)
("RSMNW") (Note a)
— Professional fee paid/payable —BEN/ENEEER - 3,000
Scania CV AB (Note b) Scania CV AB (M #Eb)
— Purchases -BE 23,329 7,955
— Warranty claims received/receivable — — B Ut/ JiE U £ E # 42 1,826 109
— Interest expenses paid/payable —BEf/ERFERAX 80 -
— Miscellaneous income — B TR A
received/receivable 178 -
Scania Singapore Pte Ltd (Note b) Scania Singapore Pte Ltd (M 3tb)
— Purchases and services — Bl R EE KR
received/receivable 25 -
- Sales —HE 311 -
Forefront International Automotive BABERBERMHDERRA A
Limited (Note c) (M 5Ec)
— Purchases -BE - 6,345
Interim Report 2006 —ZZTXFHHHRE
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

HHRE

FOR THE SIX

B F R EE

MONTHS ENDED 30 JUNE 2006

BE-EEAFAA=FALBEA
6. RELATED PARTY TRANSACTIONS

(continued)

Notes:

(a)

RSMNW is a connected person by virtue of it being an
associate of Mr. Kelvin Edward Flynn and Mr. Cosimo Borrelli
who are both directors of the Company. In addition, Mr.
Flynn and Mr. Borrelli are the joint and several liquidators
to a substantial shareholder and two other shareholders of
the Company. In July 2005, RSMNW transferred its business
to A&M Asia and A&M Asia is a connected person to the
Company for the same reasons as RSMNW.

Scania CV AB is the principal supplier of the Group and a
holding company of Scania Singapore Pte Ltd and Scania
Trade Development AB. Scania Trade Development AB is a
substantial shareholder of the Company since 12 May 2005.

Forefront International Automotive Limited is a wholly owned

subsidiary of the Company.

7. PROPERTY, PLANT AND EQUIPMENT

During the six months ended 30 June 2006, the Group
invested approximately HK$497,000 (six months ended 30

June

2005: HK$17,000) on property , plant and equipment.

During the same period, the Group disposed of certain of

its p

roperty, plant and equipment with an aggregate

carrying value of approximately HK$ Nil (six months ended
30 June 2005: HK$930,000) with a gain on disposal of
approximately HK$98,000 (six months ended 30 June 2005:
loss of HK$238,000).

Forefront International Holdings Limited #& 5 B[S =R B R A

6. BEALTRSE &)

B 7

(@) ZHEEJTIARQAEEKelvin Edward
Flynn%t & K Cosimo Borrellift 4+ 2
BEAT - HMEBRERRNRBZBEA
+ o b 5h Flynnst & K Borrellift &£ 15
BARA—BETERRRSINAER
ReHkRAENEEA-R_ZZTREF

A ZRFEBRHEBTLE MK
EBESEZEREAR 2EHM AR
ZHEEAL

(b)  Scania CVABBASKE X EHER:
A /& Scania Singapore Pte LtdX&
Scania Trade Development ABZ %
% 22 ®] e Scania Trade Development
ABE-ZZRFAAT -_HEAAXRR
BIZEERR-

(0 BABBRAERNAERARR/AAA
Z2EMBAA

ME-BERRE

HE-_TZXFA=THILEXEAR
RAEBEDE BEIERELLKRED
497,000 T (BE-_FTTRFA=1
B1E/NME R 17,0008 7L) - R HE - A& E
HEHE TR BWERERE & HEE
BARZEET BE_TZEAF A=
+ B E751E A : 930,000/ 7T) - i i & U
=K BI8000EB L (HEZZTZTHF N
A=-+HI1E}1EA : E1#8238,000% 7T) °



INTERESTS IN UNCONSOLIDATED
SUBSIDIARIES

NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

RS E M RRMEE

FOR THE SIX MONTHS ENDED 30 JUNE 2006
BE—FTEXNFNA=F+HIFEAAR

8. RAGEWBAR 2

30 June 31 December

2006 2005

—EBRAHF —ZTTRF

ARA=tH +tZA=+—H

HK$'000 HK$'000

FE T FAET

(Unaudited) (Audited)

(REER) (&&EZ)

Interest in unconsolidated subsidiaries WAL A M B R A 2 149,054 149,054
Impairment loss VRIS SRi=! (100,880) (100,880)
48,174 48,174

Reference is made to the 2005 Annual Report and as
explained in note 1 to the condensed consolidated financial
statements, the financial statements of the Group's Taiwan
Subsidiaries have not been included in the condensed
consolidated financial statements in accordance with the
HKAS27 issued by the HKICPA as in the opinion of the
Directors, the inclusion of these financial statements may
result in an inaccurate picture of the Group's performance

for the period and its financial position for the period then

ended.

An impairment loss of HK$100,880,000 was recognised in
the 2005 condensed consolidated financial statements for
the Taiwan Subsidiaries. No further impairment was
recognised for the FIAL investment of HK$48,174,000 since
the Group has an amount of HK$52,638,000 as at 30 June
2006 (31 December 2005: HK$51,742,000) inter-company
owing to FIAL that more than offsets the investment carrying
value. The Group has engaged an independent accounting
firm for the reconstruction of the Taiwan Subsidiaries’
accounts for the years ended 31 December 2004 and 2005,
which is expected to be completed by the end of
September 2006.

BRI — T T RFFR N H AR
RAEMBRRMTIMEE KEEAE
o8 A A 2 A R W AT ARIBARE
BB AGHEH BB ENS
MR EZBRGAMBREK ETRH
EFRB AARSUERRAGER
AEBBAZRARN 2R THEZIA
Z B IR R e o

—ETRF PR EVBERERDER
A #£100,880,0007 L 2 & &K B 2 &
BEBE - BRAEER-ZTTAFAN
RA=+RHEBXEREHE 252,638,000
EL(ZEETRF+=_A=+—8:
51,742,000/ 70 ) 2 A al @R E = R IE
SHIXE 2 MR E B - B0 £ 51 48,174,000
BB BB ERRRE ANEH
EEEBYSMITERAENBE AR
HE_ZTZNFER_TTRF+A=
T—BIEFEZRB UEHER-ZFT
NENAERITEA
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

i B 4R S B 5 3R 3R B =

FOR THE SIX MONTHS ENDED 30 JUNE 2006
BE_FEXNFNA=ZFHILMEAA

9. INVESTMENT SECURITIES

9. RE®ES

As at As at
30 June 31 December
2006 2005
R=BE2ERFE R_ZTThHF
AA=tH +tZA=+—H
HK$'000 HK$'000
FE T FAET
(Unaudited) (Audited)
(REER) (&&EZ)
At cost & A
Unlisted equity interest in Taiwan, REE I ETRAER
at cost 1 K 2 6,908 6,908
Impairment loss recognised BRERZREERE (6,908) (6,908)

10. TRADE AND OTHER RECEIVABLES

10. B & 5 ik 7% & H B UL

MIE
As at As at
30 June 31 December
2006 2005
R-BEARFE RZZTTRF
~A=+H +=-ZA=+—8H
HK$'000 HK$'000
TR T FAT
(Unaudited) (Audited)
(REEX) (fE=Z)
Trade receivables EWE 5 iR 10,223 18,790
Other receivables H fth & W X 1B
Deposits, prepayments and Ze BRARIER
other debtors H b JE U FR IR 7,407 47,476
17,630 66,266

Included in other receivables as at 31 December 2005 was

RZZEERF+-A=+—HZHME
U 5K 18 B 1 — 28 i Ui 5K 18 #9 38,850,000
B IR ZEENF A - BAREKE
715,000,000 T2 T B R AR R ESH
2 BB D B 45 5k IA (M sE13) ©

a receivable of approximately HK$38,850,000 being part of
the proceeds from the issue of the US$15 million zero
coupon convertible bond completed on 2 February 2004
(Note 13).

Forefront International Holdings Limited #& /7 BI[& % i B fR A 7]



10. TRADE AND OTHER RECEIVABLES

(continued)

As at 30 June 2006 there was other receivables from Scania
CV AB of approximately HK$472,000 (31 December 2005:
approximately HK$2,362,000). Scania CV AB is the Group's
principal supplier and the holding company of Scania Trade
Development AB, a substantial shareholder of the

Company.

The Group grants to its customers credit terms ranging
from 1 to 3 months. The ageing analysis of the trade

receivables at the balance sheet date is as follows:

NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

RS E M RRMEE

FOR THE SIX MONTHS ENDED 30 JUNE 2006
BE—FTEXNFNA=F+HIFEAAR

10. B & 5 ik 7% & H B IR

MIE (@)

R-ZEZTRNFNA=+H K HScania
CV ABZ H fib Ji&E W 5K I8 /5 49 472,00078
T(ZEZRF+ZA=1+T—H %
2,362,0007% JT) ° Scania CV ABA KN &
B FEHERRARAFTEERR
Scania Trade Development ABZ ¥ %
NS

REBGETEPZEEHNF—ZE=E

ATE -BWESRFNEEBIRESD
T

As at As at

30 June 31 December

2006 2005

R=FBEARE N_ZTTHF
AA=tH t-A=1+—-H

HK$'000 HK$'000

T& T FE T

(Unaudited) (Audited)

(REER) (LB %)

0 to under 3 months TENEBE =8 A 9,731 16,457
3 to under 6 months —ZEZ BB NEA 207 2,342
6 to under 9 months NETBBNAEA 313 129
9 to under 12 months NETBBE+ @A 99 88
Over 12 months wmiE+T—1EA 7,834 7,939
18,184 26,955
Less: Provision D L (7,961) (8,165)
10,223 18,790

Included in trade receivables was an amount of
approximately HK$130,000 due from Griffin Automotive
Limited, a wholly-owned subsidiary of Scania CV AB, as at
31 December 2005.

RZBEZERF+_A=1T—HZEKE
5 |k KB E — £ X B Griffin
Automotive Limited (— & F Scania CV
ABEEHA ZH B AT #130,000%
JLZ R H e

Interim Report 2006 —ZZTXFHHHRE
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

i B 4R S B 5 3R 3R B =

FOR THE SIX MONTHS ENDED 30 JUNE 2006
BE_FEXNFNA=ZFHILMEAA

11. PLEDGED DEPOSIT
As at 30 June 2006, Group bank deposits of HK$558,000
(31 December 2005: HK$1,474,000) were pledged as
collateral for the Group's bank facilities for performance
bond as required for certain sale contracts mainly on

warranty consideration.

12. TRADE AND OTHER PAYABLES

11

12.

HEHEERK

RZEERFAA=Z1TH X&E
558,000 L 2 RITIF R (ZETEREF T
—A=+—H:1,474,000/& 7T) 2 {E K
A UERETEIZENREREZHE
EANMHAEASBERBARFRITER
B2 G-

FE 13 B 5 ik 71 R H B8 {4

IE

As at As at
30 June 31 December
2006 2005

R-ZBERE R_ZTZTAHF
~NA=+tH +-A=+—H

HK$'000 HK$'000
22 T& T FHET
(Unaudited) (Audited)
(REER) (&FE=Z)
Trade payables ERE SR 6,506 18,223
Other payables H iy B IR
Accrued charges and other creditors JEEt B R N E b ER ZE 12,419 11,690
18,925 29,913

Forefront International Holdings Limited #& /7 BI[& % i B fR A 7]




NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
BE SNk e R

FOR THE SIX MONTHS ENDED 30 JUNE 2006
BE—FTEXNFNA=F+HIFEAAR

12.

13.

TRADE AND OTHER PAYABLES
(continued)
The ageing analysis of the trade payables at the balance

sheet date is as follows:

12.BENEZRRK

FRIE (4)

H o FE A

BB ZIRFANEE B ZREE Dm0

T

As at As at

30 June 31 December

2006 2005

R-ZBZ2ERE R-_ZTAHF

ANA=+H +tZA=+—H

HK$'000 HK$'000

F#E T FAT

(Unaudited) (Audited)

(REBER) (& FZ)

0 to under 3 months TETHBA=MEA 5,039 15,126
3 to under 6 months =ENEAENEA 1,190 1,059
6 to under 9 months SNENEENE A - 1,747
9 to under 12 months NETHBB+ @A - -
Over 12 months BB+ A 277 291
6,506 18,223

ZERO COUPON CONVERTIBLE BONDS

Reference is made to the Company’s 2005 Annual Report
and certain related circulars and announcements. In
February 2004, the Company announced that it had issued
certain Zero Coupon Convertible Bonds due 2009 (the
"Bonds”) for a principal amount of US$15 million to certain

independent third parties.

In April 2004, the Company received a redemption notice
that required the Company to redeem Bonds with a face
value of US$6 million. The Company redeemed these Bonds
in May 2004. The Company received another redemption
notice in January 2006 requiring the Company to redeem
Bonds with a face value of US$4 million. The Company
successfully redeemed the US$4 million Bonds plus
redemption premium interest of US$438,000 (calculated at
109.5% of face value) via the proceeds from the disposal of

the Yuen Long Property.

13.Z 2 RARES
EWRRAARTD —EEAFFREET
HEBRHE A R _EENF_F K
AEIEMEMBTEBYE = FETET
7K %8 515,000,000F TR ZEZ LF
=8B lkES ([EH]))-

R-ZZENFMOA RAAGRERE—HE
(o] 38 A0 - 22 sk 7K X R] B [0 E 86,000,000
EnzEsF ARBAER_ZEZENFR
ABLOZEEF - ARANR_FTETRF
—REES—HELEEM ZRARQF
f& [0l H {84,000,000% T 2 &% RN A T
VAt TTERYD 3 2 P 1S SRR A Th i [B] 7%
4,000,000 T2 B S MEEEE
438,000% jt (4R E{E109.5%5t &) °
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
ERGREMBRRME

FOR THE SIX MONTHS ENDED 30 JUNE 2006
BE_FEXNFNA=ZFHILMEAA

24

13.ZERO COUPON CONVERTIBLE BONDS

(continued)

13.

SEERETRRKRES &)

As previously disclosed by the Company in the 2005 Annual BOARRBR _EZENFFREETHE
Report and certain related circulars and announcements, B R N R AN R AT IG, B B

the Company did in fact only receive US$10 million in
subscription proceeds from the issuance of the Bonds. Mr.
Michael Tsai ("Mr. Tsai”) previously represented to the
Company that he was the subscriber for the remaining US$5
million Bonds (the “Relevant Bonds"). The Company signed
an agreement with Mr. Tsai to repurchase the Relevant
Bonds at US$ Nil (HK$1) on 7 February 2006. The Company
has repurchased and cancelled the Relevant Bonds in
accordance with the terms and conditions of the Bonds.
The Bonds have therefore been repurchased or redeemed

in full during the period.

The Company’'s Bonds outstanding as at 30 June 2006 and

31 December 2005 are analysed as follows:

111E% 2 R P15 5 IE £ 710,000,000
ETL BB E ([BEE]) ATRA
AR E A& 15 #:5,000,000%E T EH
([BBREH]) cRBA-AQRANRZE
ERF_ATHESEERT MR B
ZET(IBT) B EBES KNAQF
ERBEFGHRRGEHER RTIEEH
EH -EALHEFERBEANEHELERE
@o

As at As at
30 June 31 December
2006 2005

R=-ZBZ2ERE R-ZTHF

AB=+HE t-A=t-F

HK$'000 HK$'000

&t FAT

(Unaudited) (Audited)

(REEX) (fE=Z)

Principal K& - 69,930
Interest B = 2,780
- 72,710

Forefront International Holdings Limited #& /7 BI[& % i B fR A 7]




NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
BE SNk e R

FOR THE SIX MONTHS ENDED 30 JUNE 2006
BE—FTEXNFNA=F+HIFEAAR

14. SHARE CAPITAL

14. IR &K

For the
six months ended
30 June 2006
(Unaudited)

For the

year ended
31 December 2005
(Audited)

BE-ZZXF BHE_ZThF
ARA=Z+HLEAREA TZA=+—RHILEFE
(RBEZ) (&ER)
No. of Nominal No. of Nominal
shares value shares value
BRHEE HE HOEAE H &
‘000 HK$'000 ‘000 HK$'000
TR TET T i FHT
Authorised: EE
At beginning of period/year B, FY R
and end of the period/year Hi#R T ER 1,000,000 100,000 1,000,000 100,000
Issued and fully paid: ERTRER:
Ordinary shares of HK$0.10 each ~ &R&E{E0.10/& 7T
2 E B
At beginning of the period/year  H3%1,/ & 4] 435,772 43,577 435,772 43,577
Shares repurchased and EHEE &
cancelled e M) - - - -
At end of the period/year AR TR 435,772 43,577 435,772 43,577
15. CONTINGENT LIABILITIES 15. L AEE
Guarantee in relation to SSC FEBLZ2ER
As at 30 June 2006, the Company had outstanding RZZBETZRFRAA=Z1TH RRQAIHIR

guarantees to Taiwanese banks in respect of facilities
provided by the banks to SSC, which were drawn down to
the extent of NTD21,700,000 (approximately HK$5,276,000)
(31 December 2005: NTD73,144,730 (approximately
HK$17,445,000)). Such banking facilities drawn down as at

TR Y B A M m & ERITIED
REBER MEBARMECRIGIEE
21,700,000%7 & # (495,276,000 7T )
(ZEETERF+AR=+—8:
73,144,730% & ¥ (49 17,445,000/%

30 June 2006 were fully secured by post-dated cheques of L)) RZEEXRFRA=ZTHBERERN

NTD33,415,161 (approximately HK$8,124,279) issued by

SSC's customers.

ZHRTREDUBLEFHE Y A
#(33,415,161371 & & (#8,124,2797% 7T)
2 HEE2HIKA-
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

HHRE

B F R EE

FOR THE SIX MONTHS ENDED 30 JUNE 2006

EE

ZEERFENA=F+HILEAR

15. CONTINGENT LIABILITIES (continued)

Success Fee to A&M Asia

Reference is made to the Company’s announcement on
3 May 2006 where it was disclosed that the Company
entered into a new engagement with A&M Asia for a period
of up to 9 months for implementing cash management,
forecasting, monitoring and reporting procedures, liaising
with senior management on strengthening and improving
the Group's corporate governance, the core business and
future business plan as well as facilitating the resumption
of trading in the shares of the Company. The Company
also agreed to pay to A&M Asia a success fee which
comprises (i) HK$3,500,000 in cash (the “Cash Bonus"”) and
(i) an amount of shares equivalent to 3.5% of the Company’s
total issued share capital immediately prior to issuance
(assuming there is no change in the Company’s current
issued share capital of 435,772,000, 3.5% of the Company’s
total issued share capital would be approximately
15,000,000 Shares) (the "Equity Bonus”).

A&M Asia assisted the Company to submit a resumption
proposal to the Stock Exchange of Hong Kong Limited on
2 June 2006. A provision of HK$3,500,000 was therefore
made accordingly in respect of the Cash Bonus. No
provision was made in relation to the Equity Bonus as it is
subject to the necessary approvals as required by the Listing

Rules being obtained.

Forefront International Holdings Limited #& 5 B[S =R B R A

15.AREE (&)

ﬁ%ﬁagzy%ﬁmz
HRURAAARNR-ZZZEFRA=AH
2A4ﬁv§ZA4ﬁ%&s§$Aﬂﬁﬁiw_aTi
CHEE RPERZNMAANERERS
EE A ERRERER BaRE
BEBEAMERISEAEBR ZIOEE
BTSRRI EBETE - AR B
KATRGOMEEE -AKNQFINEAE M
ZEINEZTHRME 2EOR S
3,500,000 7T ([HEe®M< ) R(i)iF
ERAQARBERITAIZEBITRAR
§E3 5% BB (BREAQAFHRBE
77 % A435,772,0000% I 4 &£ 8h » Al A
n T BEBTRANBEEISRE LN A
15,000,000/ Iz fn) ([ E]) -

RZZFERNFRNAZH ZBHPHAR
AlAEE wﬁx%ﬁﬁﬁﬁﬁ AR RTE
EEgst-pi eclieMerEd
3,500,000/ 7T Z B - E AR RIAR
EREmMNEBERGYBBEET Al &
(CRANNSIR T R Y



15. CONTINGENT LIABILITIES (continued)

Alleged agreement on investment in a customer

Reference is made to the Company’s 2005 Annual Report
where it was disclosed that Mr. Lo Chia Yu (“Mr. Lo") had
commenced proceedings in respect of an alleged
agreement pursuant to which it was alleged that Forefront
Automotive Services Company Limited ("FAS"), a wholly-
owned subsidiary of the Company, agreed to purchase the
issued share capital of Global Travel Holdings Limited
("Global Travel”). Mr. Lo/Global Travel had filed a claim
against FAS for HK$5,800,020 being the balance of the
investment sum. FAS has disputed this liability and has
lodged a counter claim for return of HK$2,000,000 paid by
Forefront International (Hong Kong) Limited to Global Travel
as a purported deposit. The matter has not progressed
after a “checklist hearing” schedule for July 2005 was

adjourned.

NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

RS E M RRMEE

FOR THE SIX MONTHS ENDED 30 JUNE 2006
BE—FTEXNFNA=F+HIFEAAR

15.AREE (&)

R—EBBEFPZRENERBHGS

ERRAARR ZZETEAFFR EF
WERREELE ([BEEL]) BLIEMHET
N2 W TE R BRI IR E
RRa2EMBRABIET AERBEER
AA([BRERERB]) EREEA
Global Travel Holdings Limited
([ Global Travel|) 7 B #1T & A - 5§
St/ Global Travel B M 1& /7 /R AR %
ROERE BIREFXEBEZHRRE
5,800,020/ Lo @7 AERBE UL B
BRREH SR UHERRES (FE) AR
X A) % 1 2 2,000,0007% 7T F Global
TravelE R A EBRERBERB R H
RREIVR-ZZEZLFLAZIEER
AIEKRE BEHLRBEMER-
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MANAGEMENT DISCUSSION AND ANALYSIS

EEEmLR DM

BUSINESS REVIEW

One of the critical success factors in the automobile industry is
the provision of high quality services. Scania and the Group
have adhered to this core value as its principal in serving their
customers. However, due to poor management by the then
former management three years ago, the service performance
of the Group had been lacking and less than satisfactory. The
current management recognises this issue and determines to
improve the situation. Numerous recovery and continuous
improvement programs have been formulated and implemented
in order to re-gain the confidence and support of existing and

new customers.

In May 2006, the Group opened a new service station near the
China border crossing at Lok Ma Chau. This station has six
working bays providing services to the approximately 1,000

Scania trucks and coaches that cross the border daily.

Our head office and main service center in Yuen Long will be
relocated to Sheung Shui before the end of this year.
Management believes the Sheung Shui location is more strategic
and more easily accessible by our customers as it is along the
main travel route between Hong Kong and Shenzhen. With the
relocation plan, the Group's service network will be substantially

improved and improve the Group's performance.

In addition, the Group launched a mobile service van in Hong
Kong in particular to provide repairs and maintenance for
roadside vehicle breakdown and truck operators who are based
primarily at container ports. Another mobile service van will be
launched in the Mainland China in 2007.

The Group had successfully set up a new company in Shenzhen
in July 2006 under the Closer Economic Partnership Agreement
("CEPA") for the provision of Scania full-fledged auto-related
import business in Mainland China. This company is one of only
a handful of auto related companies to be granted this status
under CEPA. The Group will be able to offer more competitive

prices to customers in the Shenzhen and Zhuhai areas.

Forefront International Holdings Limited #& /7 BI[& % i B fR A 7]

E g AE
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MANAGEMENT DISCUSSION AND ANALYSIS

The Group is planning to open a new service station in Nan
Shan, Shenzhen before the end of this year. In addition, the
Group plans to appoint two experienced mechanics as authorized
partners of the Group in early 2007 in Zhuhai. On the other
hand, the Group is also considering strategic alliance
arrangement with dealers in Guangzhou and Fujian to expand
the existing service coverage to cover Guangdong and Fujian

provinces.

The Board is delighted to welcome the return of Mr. Cheng
Sung Lok, Steve as the Group’s vice president in-charge of the
Repairs and Services and Parts Department. Mr. Cheng has over
20 years of experience in similar businesses and had previously
worked with the Group for 16 years. He left the Group in 2004 to
pursue his study of Master of Business Administration. Mr. Cheng
will be responsible for the sales and development strategies of
repairs and maintenance services. Management is confident Mr.
Cheng will be able to improve the repairs and services business

as well as to develop new businesses for the Group.

With respect to the vehicles sales business, the Hong Kong
tractor market has been shrinking due to a variety of reasons.
Two Japanese brands have taken over the lead. Scania brand is
still a dominant brand among the port operators. We have
strengthened sales controls and implemented incentive schemes

for vehicle sales.

In respect of the bus/coach market, we have had a quiet first
half with the exception of 16 units sold by tender to Sun Bus
Limited, a subsidiary of Kowloon Motor Bus Company (1993)
Limited. However, due to the change of environmental
regulations, we contracted to sell 66 units of Euro 3 models in
July 2006 that will be delivered in 2007. This is a very promising

performance by the team.
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MANAGEMENT DISCUSSION AND ANALYSIS
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Material acquisitions and disposals

Zero Coupon Convertible Bonds

As disclosed in note 13, the Company has repurchased and
cancelled the Relevant Bonds (as defined in note 13) at HK$1 in
accordance with the terms and conditions of the Bonds during

the period.

Litigation
Full details of major litigation involving the Group are disclosed

in note 15.

FINANCIAL REVIEW OF HONG KONG
AND MAINLAND CHINA

Due to the issues impacting the Group's operations in Taiwan,
no comment is provided on the financial performance of the
Group's Taiwanese operations. The comments below focus on
the Group's operations in Hong Kong, Macau and Mainland China
only. For ease of comparison, 2005 figures quoted in this section

refer only to Hong Kong, Macau and Mainland China.

Results for the period

For the six months ended 30 June 2006, the Group recorded a
loss from operations of HK$13.2 million (2005: loss of HK$21.3
million) on turnover of HK$48.5 million (2005: HK$61.5 million).
The net loss attributable to shareholders for the period was
HK$13.6 million (2005: HK$23.2 million).
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MANAGEMENT DISCUSSION AND ANALYSIS

The decrease in the Group's turnover was mainly attributable to
the decline in the chassis and coach sales that has been impacted
by uncertainty over the Government's new regulations to phase
out the Euro 3 engine in favour of Euro 4 as most customers are
taking a "Wait and See” attitude. In July 2006, the Environmental
Protection Department ("EPD") announced that new purchases
of Euro 3 engines are permitted in Hong Kong for a maximum
period of 18 months provided they are ordered before 31 July
2006. In view of this relaxation by the EPD, the Group received
substantial number of chassis and coach orders to be delivered
in 2007 from long-established customers. As a result, the bus
and coach sales performance is expected to delay to early 2007

due to the delivery time.

The gross margin rate improved from 13.8% to 14.2% during the
first half of 2006, this was as a result of increased in repairs and

maintenance services income.

Administrative expenses were approximately at HK$20.8 million
(six month ended 30 June 2005: HK$30.3 million), the decrease
of 31.4% primarily attributable to cost reduction and better

utilisation of Group resources.

Liquidity, financial resources, borrowing and gearing ratio

During the period under review, the Group financed its
operations largely through internal generated cash flows from
its operating activities. During the period, the Company settled
the outstanding bank and other borrowings totaling HK$43.2
million, which comprised a loan of US$1.2 million (HK$9.4 million)
and a zero coupon convertible bond of US$4.4 million including
interest (HK$33.8 million). As at the balance sheet date, the
Group had no outstanding bank or other borrowings. The Group's
gearing ratio, calculated as total borrowings divided by total
net assets, reduced to 0% from 166.1% % or 87.4% excluding
the US$5 million unpaid convertible bond. Further details of the

convertible bond are contained in note 13.
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As at the balance sheet date, the Group maintained cash and
bank balances of approximately HK$17.3 million (31 December
2005: HK$64.3 million). The existing cash and bank balances are
considered sufficient to meet the Group’s normal business

requirements.

As at 30 June 2006, the Group’s net asset value amounted to
approximately HK$35.8 million (as at 31 December 2005: HK$49.4
million) with total assets approximately HK$107.5 million (as at
31 December 2005: HK$213.1 million). Net current liabilities were
approximately HK$13.0 million (as at 31 December 2005: Net
current assets of HK$0.9 million) and the current ratio was 0.82
time (as at 31 December 2005: 1.01).

Charge on Group assets
As at 30 June 2006, Group bank deposits of HK$558,000 (as at
31 December 2005: HK$1,474,000) were pledged as collateral

for certain of the Group's bank facilities.

Exchange rate exposure

The Group is subject to foreign currency exposure since its
purchases are mainly denominated in US dollars, while the
income it derives from the sale of vehicle and provision of after
sale services are mainly denominated in Hong Kong dollars.
Exchange rates between US dollars and Hong Kong dollars were
relatively stable during the 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.
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MANAGEMENT DISCUSSION AND ANALYSIS

OUTLOOK

Our expectation for the second half is positive. After the
inauguration of our new service center at Sheung Shui, service
stations in Shenzhen and Zhuhai and the return of experienced
service personnel, we are confident of recovering some of our
lost services business, which due to the good margin on services

and repairs, will have a positive impact on profitability.

In respect of vehicle sales, the Group's sale channels have been
active among the Hong Kong, Macau, Shenzhen and Zhuhai
regions. Scania, on the other hand, has shown their support by

setting up a regional office for North East Asia in Hong Kong.

The introduction of the new Scania Euro 4 PR Series will be
officially launched in December 2006. Management expects the
launch will enable the Group to increase its vehicle sale by about
5-10%. Management is confident it can remain competitive in

the truck and tractor markets in particularly among the European

brands.

Having stabilised operations and put in place governance
processes and internal controls, management is focusing on the
core business of the Group in Hong Kong and the Mainland
China markets. Management believes the Group is able to regain
market share in trucks and buses along with improvement in the
service and parts business, which will help to improve the
performance of the Group. Management expects to return to
profitability in 2007 as its restructuring programs are successful
and its capital investments in service centers and Mainland China

businesses would begin to generate positive cash.
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INTERIM DIVIDEND

The Board does not recommend the payment of an interim
dividend in respect of the six months ended 30 June 2006 (six
months ended 30 June 2005: Nil).

DIRECTORS’ AND CHIEF EXECUTIVE'S
INTERESTS AND SHORT POSITIONS

As at 30 June 2006, 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 Futures Ordinance (“SFO")) which were required
to be notified to the Company and the Stock Exchange of Hong
Kong Limited ("Stock Exchange”) pursuant to Divisions 7 and 8
of Part XV of the SFO (including interests and short positions
which they are taken or deemed to have under such provisions
of the SFO), the Model Code for Securities Transactions by
Directors of Listed Companies and which were required to be
entered in the register required to be kept under section 352 of

the SFO were as follows:
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Kelvin Edward Flynn and Corporate (Note 1) 31,331,464 7.19%
Cosimo Borrelli
Kelvin Edward Flynn & ~al (fEE)
Cosimo Borrelli
Liu Chen Wei, Jerry Corporate (Note 2) 30,700,000 7.04%
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Notes:

DISCLOSURE OF OTHER INFORMATION

1. Mr. Kelvin Edward Flynn and Mr. Cosimo Borrelli act in the

following capacity with respect to certain Shareholders:

(a)

Forefront International Limited (In Liquidation) (“FIL"): Mr.
Flynn was appointed Joint and Several Provisional Liquidator
of FIL with effect from 7 June 2004. Subsequently, Mr. Flynn
and Mr. Borrelli were appointed Joint and Several Liquidators
of FIL with effect from 7 February 2005. As at 30 June 2006,
FIL held 30,700,000 shares of the Company, or 7.04% of total
issued share capital.

Ever Wealth Management Limited (In Liquidation) ("EWL"):
Mr. Flynn was appointed Joint and Several Provisional
Liquidator of EWL with effect from 7 June 2004.
Subsequently, Mr. Flynn and Mr. Borrelli were appointed
Joint and Several Liquidators of EWL with effect from
1 February 2005. As at 30 June 2006, EWL held 550,000
shares of the Company, or 0.13% of total issued share capital.
EWL indirectly held a further 81,464 shares (0.02%) through
its wholly-owned subsidiary Todaytech Asia Limited (In
Liquidation).

Todaytech Asia Limited (In Liquidation) (“Todaytech”): Mr.
Flynn and Mr. Borrelli were appointed Joint and Several
Liquidators of Todaytech with effect from 1 December 2004.
As at 30 June 2006, Todaytech held 81,464 shares of the
Company, or 0.02% of total issued share capital. Todaytech
is a wholly-owned subsidiary of EWL.

With effect from 22 September 2006, Mr. Flynn has been re-

designated from Executive Director to Non-executive Director of

the Company and Mr. Borrelli has resigned as Non-executive

Director of the Company.

Mr. Liu Chen Wei, Jerry, the Chief Executive Officer of the Group,

is a shareholder of FIL. Mr. Liu holds 7.92% of the issued share
capital of FIL.
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Save as disclosed above, as at 30 June 2006, none of the
Directors or the chief executive, had, under Divisions 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 or 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 Transactions by Directors of Listed Companies in

the Listing Rules.

EMPLOYEES
As at 30 June 2006, the Group had approximately 83 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. No options
had been granted or were outstanding under the share option

scheme operated by the Company up to the date of this report.

No information is provided regarding the Taiwan Subsidiaries
for the period ended 30 June 2006 as explained in note 1 to the

condensed consolidated financial statements.

SHARE OPTIONS

During the period and at the balance date, the Company has
not granted any options to subscribe for the Company shares in

share option scheme adopted by the Company.
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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
2006 by those persons who beneficially own more than 5% of
the issued shares, as recorded in the register maintained by the

Company pursuant to Part XV of the Securities and Futures

FERR

TREINR -_ZFZERNFNA=ZTH AQF
RIFESF LB GROIEXVEFE 2 B ATAC
B BB EITRMSBALHALTRE
BITRD 2 HEAERIKE:

Ordinance:
Number of shares % of voting right Number of shares % of voting right
Name (long position) (long position) (short position) (short position)
il RERE vy RERE
=g (##2) BHE (FR)BDtE CX=B) BB (XB)BEDHL
Scania Trade Development AB 98,204,000 22.54% - -
The International Commercial

Bank of China Co. Ltd 65,388,805 15.01% - -
Caisse Des Depots Et

Consignation (Note 2) (Fff 3£ 2) 48,480,931 11.13% - -
CDC Holding Finance

(Note 2) (Fff5£2) 48,480,931 11.13% - -
Caisse Nationale Des Caisse

Depargne Et De Prevoyance

(Note 2) (Fff 5£2) 48,480,931 11.13% - -
CIE Financiere Eulia (Note 2) (B 5£2) 48,480,931 11.13% - -
CDC Ixis (Note 2) (Fif 5£2) 48,480,931 11.13% - -
Nexgen Financial Holdings Limited

(Note 2) (Fff 5% 2) 48,480,931 11.13% - -
Nexgen Re Limited (Note 2) (Ki 5 2) 48,480,931 11.13% - -
Nexgen Capital Limited (Note 2)

(M 5E2) 48,480,931 11.13% - -
Hsieh, Tsung—WenEﬂi i8¢ 44,869,734 10.30% - -
Aeneas Portfolio Company, L.P. 36,426,000 8.36%

Forefront International Limited

(In Liquidation) (Note 1 & 3)

BARGOEBERAR OF%F) (MsE1%3) 30,700,000 7.04% - -
Jetwide Limited (Note 1) (i 5E1) 30,700,000 7.04% - -
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Notes:

(1) Jetwide Limited owns 45% of the issued share capital of FIL.
Therefore these interests are duplicated to the extent of 30,700,000

shares.

(2)  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 Holdings 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 339,366,517 shares.

(3) Mr. Liu Chen Wei, Jerry, the Chief Executive Officer of the Group,
is a shareholder of FIL. Mr. Liu holds 7.92% of the issued share

capital of FIL.
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DISCLOSURE OF OTHER INFORMATION

PURCHASE, SALE 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 2006.

MODEL CODE FOR SECURITIES
TRANSACTIONS

The Company has adopted the Model Code of the Listing Rules
as the Company’s code of conduct for dealings in securities of
the Company by the directors. Following specific enquiry by the
Company, all directors confirmed that they have complied with
the required standards as set 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 all three Independent Non-executive
Directors and the Chief Executive Officer.

AUDIT COMMITTEE

The unaudited interim financial report of the Group for the six
months ended 30 June 2006 have been reviewed by the Audit
Committee of the Company. At the request of the Directors, the
Company's external auditors, Messrs. Moores Rowland Mazars,
have carried out a review of the unaudited interim financial report
in accordance with Statement of Auditing Standards 700
"Engagements to review interim financial report”, issued by the
HKICPA.
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DISCLOSURE OF OTHER INFORMATION
HibERNHEE

APPRECIATION

On behalf of the Directors, | would like to extend our gratitude
and sincere appreciation to 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

KELVIN EDWARD FLYNN
DIRECTOR

Hong Kong, 22nd September 2006
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INDEPENDENT REVIEW REPORT
BYUEH®RE

Moores Rowland Mazars
EEHfR - BT exmanm

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 set out on pages
4 to 27.

RESPECTIVE RESPONSIBILITIES OF
DIRECTORS AND AUDITORS

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 Hong Kong
Accounting Standard (“HKAS") 34 “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.
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REVIEW WORK PERFORMED

We conducted our review in accordance with Statement of
Auditing Standards 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 the Group’s 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.

LIMITATION OF SCOPE RELATING TO
TAIWAN SUBSIDIARIES

Our audit report on the consolidated financial statements of the
Group for the year ended 31 December 2005 was qualified
because of a limitation of scope with regard to the Taiwan
Subsidiaries. As explained in note 1 to the condensed
consolidated financial statements, due to the absence of
accounting information about the Taiwan Subsidiaries for the
period ended 30 June 2006 that the Directors consider as reliable,
the condensed consolidated financial statements have excluded
the results for the period and financial positions as at 30 June
2006 of the Taiwan Subsidiaries, which form a significant part of
the Group. The Group's share of the net assets of these entities,
based on audited financial information as at 31 December 2003
and after recognising an impairment loss of HK$100,880,000 in
2005, has been included in the condensed consolidated balance
sheet as interests in unconsolidated subsidiaries in the amount
of HK$48,174,000. We are unable to determine whether the
impairment loss on these subsidiaries has been correctly made

and the interests in unconsolidated subsidiaries are fairly stated.
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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 circumstances, the
reason for the exclusion is not one of the reasons for exclusion
provided for in HKAS 27 “Consolidated and separate financial
statements” issued by the Hong Kong Institute of Certified Public
Accountants and, in this respect, the condensed consolidated

financial statements are not in compliance with HKAS 27.

FUNDAMENTAL UNCERTAINTY RELATING
TO THE GROUP’S OPERATIONS

The Group's operations other than those of the Taiwan
Subsidiaries’ operations have recorded losses in consecutive
periods and had net current liabilities of approximately
HK$12,979,000 as at 30 June 2006. The condensed consolidated
financial statements have been prepared on a going concern
basis, the validity of which depends on the satisfactory resolution
of these matters referred to above and the successful attainment
of profitable and positive cash flow operations. The condensed
consolidated financial statements do not include any adjustments
that would result from a failure to attain the favourable results in
respect of the above matters. If the outcome in respect of any
of the above matters turns out to be unfavourable, the going
concern basis might not be appropriate and, in such event,
adjustments would have to be made to the condensed
consolidated financial statements to reduce the carrying value
of the Group's assets to their recoverable amounts, to provide
for any further liabilities which might arise and to reclassify non-
current assets and liabilities as current assets and liabilities,
respectively. We consider that the fundamental uncertainty has
been adequately disclosed in the condensed consolidated
financial statements and our conclusion is not modified in this

respect.
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INABILITY TO REACH A REVIEW
CONCLUSION

Because of the significance of the possible effect of the limitation
in evidence referred to above, we are unable to reach a review
conclusion as to whether material modifications should be made
to the interim financial report for the six months ended 30 June
2006.

Moores Rowland Mazars
Chartered Accountants

Certified Public Accountants

Hong Kong, 22 September 2006
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