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EXPECTED TIMETABLE

If there is any change in the following expected timetable of the Public Offer, the Company will issue
an announcement to be published in English in South China Morning Post and in Chinese in the Hong Kong
Economic Times.

2007
(Note 1)
Latest time to lodge PINK application forms. . ............... ... ... ........ 1:00 p.m. on 8 October
Latest time to lodge WHITE, YELLOW and BLUE
application forms . . ... ... .. 12:00 noon on 9 October
Latest time to give electronic application instructions
to HKSCC (Note 2). . .. oo e e e e e 12:00 noon on 9 October
Application lists open (Note 3) . ... ..ot 11:45 a.m. on 9 October
Application lists CloSe. . . . .. ...t 12:00 noon on 9 October
Expected Price Determination Date (Note 4) . ... ... .ot e 10 October
Announcement of the Offer Price, the level of indication of
interest in the International Placing, the results of applications of
Public Offer and Preferential Offer and the basis of allotment of
the Public Offer Shares and Reserved Shares
to be published in South China Morning Post (in English) and
Hong Kong Economic Times (in Chinese) on. . ........ ... ... 16 October
Despatch of Share certificates in respect of wholly or
partially successful applications on (Note 5). ... ...t e 16 October
Despatch of refund cheques in respect of wholly or partially
unsuccessful applications on (Note 5) (Note 6). . .. ... 16 October
Dealings in Shares on the Stock Exchange expected
tO COMMENCE ON . . o vttt et ettt e et et e et e e e e et e 9:30 a.m. on 17 October
Notes:
1. All times refer to Hong Kong local time, except as otherwise stated. Details of the structure and conditions of the Global Offering,

including its conditions, are set out in the section headed “Structure and conditions of the Global Offering” in this Prospectus.

2. Applicants who apply by giving electronic application instructions to HKSCC should refer to the section headed “How to apply
for Public Offer Shares and Reserved Shares — How to apply by giving electronic application instructions to HKSCC” in this
Prospectus.

3. If there is a “black” rainstorm warning or a tropical cyclone warning signal number 8 or above in force at any time between

9:00 a.m. and 12:00 noon on 9 October 2007, the application lists will not be opened on that day. Further information is set out
in the section headed “How to apply for Public Offer Shares and Reserved Shares — Effect of bad weather conditions on the
opening of the application lists” in this Prospectus.
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4. Please note that the Price Determination Date, being the date on which the Offer Price is to be determined, is expected to be
at or about 8:00 a.m., 10 October 2007. Notwithstanding that the Offer Price may be fixed at below the maximum offer price
of HK$5.88 per Share payable by applicants for Shares under the Public Offer, applicants who apply for Shares must pay on
application the maximum offer price of HK$5.88 per Share plus the brokerage of 1%, SFC transaction levy of 0.004% and Stock
Exchange trading fee of 0.005% but will be refunded the surplus application monies as provided in the section headed “How to
apply for Public Offer Shares and Reserved Shares” in this Prospectus.

5. Applicants who apply for 1,000,000 or more Public Offer Shares and/or 1,000,000 or more Reserved Shares and have indicated
in their Application Forms their wish to collect refund cheques (where applicable) and, where applicable, Share certificates in
person may do so from the Share Registrar, Tricor Investor Services Limited, from 9:00 a.m. to 1:00 p.m. on 16 October 2007
or any other date notified by the Company in the newspaper as the date of despatch of Share certificates and/or refund cheques.
Applicants being individuals who opt for personal collection must not authorise any other person to make their collection on
their behalf. Applicants being corporations who opt for personal collection must attend by their authorised representatives
bearing letters of authorisation from their corporations stamped with the corporations’ chops. Both individuals and authorised
representatives (if applicable) must produce, at the time of collection, evidence of identity acceptable to the Share Registrar.
Uncollected Share certificates and refund cheques will be despatched by ordinary post at the applicant’s own risk to the addresses
specified in the relevant Application Forms shortly thereafter. Further information is set out in the section headed “How to apply
for Public Offer Shares and Reserved Shares” in this Prospectus.

6. Refund cheques will be issued in respect of wholly or partially unsuccessful applications and in respect of successful applications
in the event that the Offer Price is less than the initial price per Offer Share payable on application.

Share certificates will only become valid certificates of title provided that the Public Offer and the
Preferential Offer have become unconditional in all respects and neither of the Underwriting Agreements has
been terminated in accordance with its terms, which is expected to be prior to 8:00 a.m. on the Listing Date.
Investors who trade Shares on the basis of publicly available allocation details prior to the receipt of Share
certificates or prior to the Share certificates becoming valid certificates of title do so entirely at their own
risk.
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SUMMARY

This summary aims to give you an overview of the information contained in this Prospectus and
should be read in conjunction with the full text of this Prospectus. Since this is a summary, it does not
contain all the information that may be important to you. You should read this Prospectus in its entirety
before you decide to invest in the Offer Shares.

There are risks associated with any investment. Some of the particular risks in investing in the Offer
Shares are summarized in the section headed ““Risk Factors™ in this Prospectus. You should read that
section carefully before you decide to invest in the Offer Shares.

Various expressions used in this section are defined or explained in the sections headed ““Definitions”
and “Glossary of Technical Terms” in this Prospectus.

The Group is a diversified business conglomerate in motor vehicle sales, motor vehicle related
business and services, sales of food and consumer products, as well as logistics services, supported by
integrated distribution platforms and a well-established base and network in the PRC, Hong Kong and
Macao. Leveraging on the strong brand name of “Dah Chong Hong” in Hong Kong and with over 40 years of
experience engaging in motor vehicle sales and related businesses, the Group is now a leading motor group
in Hong Kong and Macao and is pursuing a strategy to be one of the leaders in the PRC market. The Group is
also a leading food and consumer products distribution group with over 50 years of experience and a leading
logistics service provider in Hong Kong. It is pursuing a strategy to be a leading food and consumer products
trading group and a leading logistics service provider in the PRC and Macao.

The Group’s leading position in its core trading and distribution business in Hong Kong has enabled it
to generate a strong and stable recurring cashflow from its motor vehicle and related business as well as its
food and consumer products business to fund the development of its PRC business. With rapidly rising PRC
consumer demand, the Group has adopted a high growth strategy in its PRC business, supported by its strong
local management team’s ability to capture the business opportunities in the PRC market. This has proven
to be a successful strategy as the Group’s revenue derived from the PRC constitutes a substantial part of the
Group’s total revenues during the three years ended 31 December 2006 and the six months ended 30 June
2007.

The Group has over 40 years of experience in the sales, distribution and servicing of motor vehicles,
during which time it has established long term relationships with international motor vehicle manufacturers.
As at the Latest Practicable Date, it was granted distributorships for 11 brands of motor vehicles in Hong
Kong, which accounted for approximately 27% of the brand new vehicle market in the territory in 2006
according to the new vehicle registration scheme of the Transport Department of Hong Kong. The brands
in Hong Kong as at the Latest Practicable Date included Acura, Audi, Bentley, Honda, Isuzu, MAN,
Nissan, Opel, Saab, UD Nissan Diesel and Volkswagen. Pursuant to these distributorships other than the
distributorship for Bentley, the Group is responsible for the distribution and service operations of 10 brands
of motor vehicles within Hong Kong and Macao, including the right to appoint dealers within Hong Kong
and Macao, who are responsible for the sale of these motor vehicles to end consumers. As at the Latest
Practicable Date, the Group also sold, through its subsidiaries and Contractual Arrangements with local
partners, 17 vehicle brands (including 2 national and a regional distributorship), 29 4S outlets in 10 major
cities in the PRC, 21 of which are operated under city dealerships. As at the Latest Practicable Date, the
brands in the PRC included, among others, Bentley, BJ Hyundai, DF Honda, DF Nissan, DYK, FAW Audj,
FAW Mazda, FAW Toyota, GZ Honda, Haima, Isuzu, Nissan, Qingling, Renault and SGM Buick. Pursuant
to such city dealerships, the Group is responsible for the retail business of the sale of the motor vehicles to
end consumers within the specified cities in the PRC. In addition, three memoranda of understanding were
entered into in respect of three 4S outlets for Mercedes-Benz vehicles and Haima vehicles. The Group also
has vehicle distribution businesses in Canada and Singapore. Given the wide range of brands in the Group’s
portfolio, it covers target customers from all walks of life and industries.

1=
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In addition, the Group has, through its subsidiary, Dah Chong Hong, over 50 years of experience in
the trading and distribution of food and consumer products. As at the Latest Practicable Date, it distributed
over 500 food commodities from 39 countries, such as frozen beef from Tyson of the United States and
frozen pork and poultry from Seara of Brazil to a wide range of customers, including wholesalers which the
Directors believe the Group has achieved market penetration in the wholesaler segment of approximately 81%
in Hong Kong in 2005, and approximately 700 fast moving consumer goods, or FMCG, from 28 countries,
such as Pocari Sweat sports drink, Ovaltine tonic food drink, and Ferrero confectionery. The Group also has
an extensive distribution network covering more than 5,000 customers in Hong Kong and Macao, and more
than 10,000 customers in the PRC. The Group’s customers come from the food service, retail and wholesale
industries in the PRC, Hong Kong and Macao as well as from overseas markets in Japan and Singapore. It
also has a significant presence in the Hong Kong frozen food retail market with its 4§ DCH Food Mart outlets
and 4 DCH Food Mart Deluxe outlets.

The diversified and broad client base and customer information database have provided the Group with
a ready platform to establish a well developed distribution network to service its businesses as well as for
servicing third party customers, including but not limited to FMCG suppliers, food service operators, retailers
and hoteliers. The Group sees great potential for growth in its logistics business as its customer base provides
a one-stop brand building and penetration platform to the Hong Kong, Macao and the PRC markets for FMCG
brand owners, especially in the imported branded food products segment. Coupled with the Group’s strong
national distribution network in the PRC, the Group aims to provide food supply chain management services
to its customers in the catering and hospitality sectors. The Group’s logistics and supply chain management
business has received professional and international recognitions. In 2006, the Group was awarded the “Best
Regional Third Party Logistics Company (3PL) in 2006 by the Global Institute of Logistics based in New
York and also the “Hong Kong Logistics Award 2006” by the Hong Kong Trade Development Council and
the Hong Kong Productivity Council, which among other criteria, includes assessment on a candidate’s
leadership and contribution to the logistics industry. As consumer spending in the PRC continues to increase
and more manufacturers opt to outsource their logistics operations to professional logistics service providers,
the Group believes that supply chain management services and logistics business offer strong growth potential
in the coming years.

The Group’s strong client relationships place it in a favourable position to obtain a high level of
recurring business. It has forged a global and reputable customer base as well as an international procurement
network which includes leading domestic and international brand names. The Group’s ability to maintain such
long-standing relationships with its customers and suppliers is mainly attributable to the Group’s integrity
and professionalism in customer service, both of which have been recognised in the industry and have led to
the development of a strong brand name and goodwill for the Group.

The Group’s core businesses are entering into an expansionary phase of the business cycle, creating
significant opportunities with the Group’s established PRC distribution network, customer base, and
international procurement network. With this, the Group intends to further develop its motor vehicle, food
and consumer products and logistics businesses in the PRC with an ultimate aim to be a leader in the trading
and distribution of multi-brand motor vehicles, food and consumer products in various major cities in the
PRC, and to be a leader in the provision of total food supply chain services.
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The following tables show the turnover of each business segment of the Group as well as the
geographical breakdown of revenue, each expressed as a percentage of the total turnover for the three years
ended 31 December 2006 and the six months ended 30 June 2006 and 2007:

Turnover For the years ended 31 December For the six months ended 30 June
2004 2005 2006 2006 2007
HK$'m %  HK$'m %  HK$'m %  HK$'m %  HK$'m %

(unaudited)

Motor segment 6,681.0 58.1  5532.8 526 7,683.9 59.5  3,469.6 594 43127 61.8
Food and consumer
products segment 4,677.8 40.8 48215 458 5,047.1 39.0  2,2847 39.1 25673 36.7
Logistics segment 85.6 0.7 117.8 1.1 144.4 1.1 64.0 1.1 84.8 12
Others 49.7 0.4 47.9 0.5 51.0 0.4 24.0 0.4 242 0.3
Total 11,494.1 100.0  10,520.0 1000 12,926.4 1000 58423 1000  6,989.0 100.0
Turnover For the years ended 31 December For the six months ended 30 June
2004 2005 2006 2006 2007
HK$'m %  HK$'m %  HK$'m %  HK$'m %  HK$'m %

(unaudited)

Hong Kong and Macao 5,364.8 46.7 5,683.6 54.0 5,791.7 448 2,771.2 474 29493 422
PRC (other than Hong Kong
and Macao) 4,791.6 417 3,516.6 334 5569.1 431 2,379.7 40.7 32165 46.0
Others 1,337.7 11.6 13198 12.6 1,565.6 12.1 691.4 11.9 823.2 11.8
Total 11,494.1 100.0  10,520.0 100.0 12,9264 1000  5,842.3 100.0  6,989.0 100.0
CUSTOMERS

Motor vehicles

The Group operates in diverse market environments, faces various market risks and has different
operating modes of businesses in Hong Kong, Macao and the PRC. The degrees of differences vary from
locations to locations, and from segments to segments. Hong Kong’s motor vehicles industry is a matured
market with market size maintained at around 33,000 units to 34,400 units in the past three years. Passenger
car sales accounted for the biggest portion in the vehicle sales in Hong Kong and the annual sales volume
maintained steadily at around 24,000 units to 25,500 units since 2004. In view of Hong Kong’s well-
developed public transport system and high standard of living, passenger cars are a luxury good to most end
consumers. As a result, motor vehicle buyers consider exterior design, quality, performance and price as
some of the important elements in making the vehicle purchase decision. Based on the Group’s experience,
luxury sedan, better specification or full options models usually receive better responses from customers
than other more economical models. Under this customer preference, the Group expects the latest Tax
Incentive programme for environmentally friendly petrol private cars would not vastly increase the market
size. However, the incentive program will encourage car buyers to purchase environmental friendly models.
Meanwhile, the sales of other commercial vehicle such as taxi, buses, light buses and goods vehicles were
highly driven by government policy. In order to improve the air quality, there were a number of subsidy
or incentive programs implemented by the Hong Kong government in the past years, including the latest
replacement scheme for pre-Euro and Euro I diesel commercial vehicle, these programs encouraged the
replacement demand commercial vehicle operators and helped to increase the vehicle sales. For its Hong
Kong vehicle distribution business, the Group plays the role of a distributor and a dealer at the same time,
as there is no industry regulatory restrictions in Hong Kong prohibiting the dual-function as both the vehicle
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distributor and dealer. The Group is involved in every channel in the process of the distribution of motor
vehicles sourced from the automobile manufacturers until the delivery of the motor vehicles to the hands of
the end consumers.

While in the PRC, regulated by the Measures for the Implementation of the Administration of
Branded Automobile Sales (VUHT &84 45 B E i ###1%), the role and duty of every party in the vehicle
distribution process, from the manufacturer, the distributor to the dealer, are well defined. Due to the
extensive coverage of dealership network, manufacturers are usually involved in the distribution as well,
and will also occasionally be involved in the dealership role. As the distributorship role is usually taken up
by manufacturers directly, individual operators are mainly involved in the dealership business. In order to
cover all potential customers in such a large country, manufacturers will appoint more than one dealerships
in the same territory, thus a dealership has to face competition from dealerships of other brands and even
dealership of the same brand. Unlike Hong Kong market, there may also be competition from dealerships in
nearby territories. In the PRC, despite keen price competition, motor vehicle buyers also consider the quality
and after sales services in making vehicle purchase decision. In addition, given the large market size, the
market is able to accept a greater variety of brand and products than small market such as Hong Kong. The
Group’s city dealership business is mainly focus on the retail aspect in the vehicle distribution process, which
a manufacturer or distributor delivers the vehicles directly to the city dealer, and the Group, as a city dealer,
is only responsible for selling of the motor vehicles to end consumers, providing aftersales service and doing
local advertising and promotional activities for the dealership. As for the distributorship business, the Group
performs similar functions as that rendered in Hong Kong and Macao except for the selling of motor vehicles
and providing of aftersales services to end consumers, where such services are sometimes handled by the city
dealers appointed by the Group with the approval from automobile manufacturers.

In Hong Kong and Macao, the Group faces keen competitions from other motor vehicle distributors and
parallel importers for motor vehicles of the same categories. Such competition is among various automobile
brands as each automobile brand appoints only one distributor in Hong Kong and Macao. On the other hand,
in the PRC, the Group faces keen competitions among other dealers distributing the same brand as well as
other brands within the authorised territory since there are usually multiple dealers for each brand within
the authorised territory. Please see “Business — Competition”. The Group faces other market risks in Hong
Kong, Macao and the PRC such as the risks of changes in customer preference, price competition, product
defect, delay in factory production. Please see “Risk factors”.

Food and consumer products

For its food commodities and FMCG distribution business in Hong Kong, the Group’s operating mode
is encompassing as it covers segments such as wholesale, food service, retail and food processing with strong
support from the Group’s solid logistics platforms. The encompassing business model of the Group in Hong
Kong and Macao is evolved from the ever changing consumer taste or preference for food commodities and
FMCQG. The increasing trend towards health, diet control, and functional food consumption has boosted the
Group’s sales of food commodities such as seafood and lean meat, as well as FMCG beverages that come
with added minerals or less sugar. On food service, the limited space and rising rental in Hong Kong and
Macao have driven food service operators to outsource food preparation processes to food distributors such
as the Group, in order to squeeze more space to seat diners by trimming down the size of their kitchens,
thereby bringing additional business opportunities for the Group’s HACCP-accredited food processing
business. Most of the food distribution channels in Hong Kong are handled directly by the Group with some
distribution channels handled through wholesalers appointed by the Group to help to distribute to some
non-chain retail customers or retail customers who are remotely located. Other than distributing products
to a wide array of customers, the Group also runs its own food retail arm comprising Food Mart and Food
Mart Deluxe outlets. The Group’s food processing operations lend further support by adding processed
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food products to suit the customers it serves, especially food service and retail. On the other hand, with the
liberalisation of the domestic food market with reducing import duties since the PRC became a member of
the WTO, as well as the increasing expenditure of urban households on food in the PRC, sales of quality and
hygienic food products, especially imported FMCG products, have increased. The main distribution channels
for frozen, chilled and packaged food in the PRC remain wholesale and retail markets such as supermarkets,
hypermarkets, grocery, fast food chains, convenience stores, restaurants and hotels. Due to the huge territory
to cover, the Group leverages on wholesalers in addition to using its own sales teams to maximise market
penetration in the PRC. For food commodities, wholesalers play an important part in the Group’s distribution
network, supported by the Group’s direct sales to food service customers for better understanding of their
needs and providing better services. With regard to FMCG, retail customers, especially retail chains, which
are the core customers, the Group has built dedicated sales and marketing team for effective management.
Similar to the operating mode in Hong Kong, wholesalers are appointed to cover FMCG customers not
economically served directly by the Group. On retail operation, unlike that in Hong Kong, the Group was
not running any retail operations in the PRC as at the Latest Practicable Date as the retail market in the PRC
is dominated by large supermarkets and hypermarkets. To sustain long-term business growth, the Group has
started to develop house brands to provide further choices to customers and to attain higher economy of scale
with the added volume from this business line.

For its food commodities and FMCG distribution business in Hong Kong and Macao, the Group
operates in a highly competitive and mature market with relatively few restrictions of market entry. On
the other hand, the market for food commodities and FMCG in the PRC is quite competitive in terms of
price and stability of supply. The food products market in the PRC is huge in terms of volume and speed in
turnover. Please see “Business — Competition”. The Group faces other market risks in Hong Kong, Macao
and the PRC such as changes in consumers’ tastes and preferences, credit risks and inventory obsolescence
risks. Viewed as one market generally, the PRC is in fact a summation of slightly different markets because
consumers’ tastes and preferences vary in different parts in the PRC. Purchasing habit is also not identical.
Please see “Risk factors”.

On electrical appliances, the Group is involved in distribution in that it sources products from
manufacturers and distributes them to retailers. Such products are mainly for household consumption. Since
a majority of electrical appliances are sold through retail channels such as retail chain stores and department
stores in Hong Kong, Macao and the PRC, maintaining close working relationships with retailers who
possess distribution network and good reputation is important. The Group has set up dedicated teams with
experienced personnel to manage marketing and sales of products through them. Other than distribution of
electrical appliances, the Group also provides repair and maintenance services to the brands it distributes.
In view of Hong Kong’s high standard of living and the society’s concern for the environment, electrical
appliances buyers consider brand name, quality, performance, refinement, energy saving, environmentally
friendliness as well as product safety as some important factors in making purchase decision. Besides
functional aspects, aesthetical dimensions such as the look of the products also have increasing influence on
sales. In the PRC, electrical appliances consumers consider energy saving and product safety as important
factors for making purchase decision. In addition, with the rising development in the entertainment industry
associated with rising consumption power in the PRC, professional audio products have been selling well
in the PRC to the entertainment industry. To achieve a win-win situation, the Group plays an important role
in bridging the retailers and the manufacturers by keeping manufacturers abreast of consumer feedbacks as
well as any newly implemented government policies and potential market changes. Electrical appliances are
consumer durables and generally trigger more consumer involvement in deciding what brands to buy. Buying
decisions are usually based on quality or price, or both at the same time. The Group faces keen competition
in the electrical appliances market in Hong Kong that comprises imported and China-made brands, with high-
end and budget products to cater for both quality-conscious and price-conscious consumers. In the PRC,
the Group faces keen competition from Chinese brands as well as China-made foreign brands of electrical
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appliances. Please see “Business — Competition”. In Hong Kong, the Group has over the years built a
balanced product portfolio to cater for the needs of a wide range of customers. While in the PRC, the Chinese
brands and China-made foreign brands bring new business on one hand but on the other hand, this breeds
higher risk of stock obsolescence. Hence, the Group has been cautious in managing the introduction of new
products and the fading out of past generation items. Please see “Risk factors”.

Logistics

On logistics business, operators in Hong Kong and Macao such as the Group, face keen competition
especially in the range of services provided, including conventional logistics services such as storage and
delivery; value-added services such as product repackaging, customs clearance and food safety inspection
arrangement. The Group has a history of working closely with FMCG manufacturers or brand owners
in providing value-added services such as providing repackaging materials sourcing services to FMCG
customers, thereby saving them costs and time. This has become a competitive edge of the Group compared
with other logistics service providers in Hong Kong who are not as strong in serving FMCG customers as
the Group. The Group also goes cross-border or cross-market to support customers’ business expansion,
such as by supporting a customer to expand its garment retail business to Macao recently. In the PRC, the
huge geographical coverage of the PRC market poses stringent challenge to any logistics service provider,
including the Group. After careful evaluation and planning, the Group has already set up a logistics service
network that covers 9 key cities in the PRC with the support from its multi-function logistics hub in Xinhui,
Jiangmen city. While the Group will continue to deepen its logistics operations in these key cities, plans are
in place to expand to more cities to further expand its logistics coverage in the PRC. The Xinhui logistics hub
will be vastly developed to grow its existing business, as well as to lend support to the Group’s constantly
expanding logistics coverage network in the PRC. The Group is also looking to build cold storage facilities
in the Xinhui logistics hub to support business within and outside of China, especially for serving hotels and
casinos in Macao.

In a highly competitive logistics market such as Hong Kong, there are always small players who
compete primarily on price to attract price-sensitive customers. The Group faces competitions from other
logistics operators on pricing and services, which are based on their capabilities measured by factors such as
number of warchouses, type of facilities such as cold storage facilities of various temperature, storage area,
location of warehouses, size and variety of delivery fleet, degree of sophistication of information technology
system, know-how in handling logistics services and experience of management team. In order to distinguish
from operators who compete mainly on price, the Group positions and differentiates itself from them by
emphasising on the range and level of service it provides. Please see “Business — Competition”. In addition,
the logistics business in the PRC is still in a development stage and is identified as a focus industry in many
cities in which local governments are required to speed up its development. As at the Latest Practicable Date,
sophisticated facilities such as cold storage warehouses and temperature-controlled delivery trucks are in
strong demand. Standards of logistics services have ample room for improvement to match the international
standards. While there is a huge potential for growing logistics business in the PRC, a key factor hinges on
the pace of the development of infrastructure in the PRC, because without effective and efficient transport
network, investment in developing logistics business could be in vain. Please see “Industry overview — The
PRC logistics services and supply chain management industry” and “Risk factors”.
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Customer relationships

The Group’s motor vehicle business has established good customer relationships with major
corporations and government departments. The Group has also set up a “DCH Motor Club” in Hong Kong
to promote its latest motor vehicles and services to car owners who have purchased motor vehicles from the
Group. Motor business has now built up and maintained a database of over 100,000 existing customers. In
respect of the Group’s food and consumer products business, it has maintained very good relationships with
major supermarket chains, convenience stores chains, hotels and fast-food restaurant chains in Hong Kong,
Macao and the PRC. As at the Latest Practicable Date, the Group’s food and consumer goods business had
more than 5,000 customers in Hong Kong and Macao, and more than 10,000 customers in the PRC. With
respect to its logistics business, the Group has developed its customer base from FMCG brand manufacturers,
retailers, food service operators and exporters, and is continuing to expand this base.

The Group has maintained business relationships with its five largest customers and its largest
customers for the three years ended 31 December 2006 and six months ended 30 June 2007 for not less than
5 years each. Although the Group has not entered into any long-term contracts with any of its customers
save for the dealership agreement for its motor vehicle customers, the Directors consider that the Group has
a good business relationship with its customers. The Group’s sales to customers are generally denominated
in the currencies of the countries in which the members of the Group operate, such that sales in Hong Kong
are denominated in Hong Kong dollars, MOP in Macao, RMB in the PRC, Japanese Yen in Japan, Canadian
dollars in Canada and Singapore dollars in Singapore.

For the three years ended 31 December 2006 and six months ended 30 June 2006 and 2007, the
breakdown of sales in different currencies by percentage is as follows:

For the years ended For the six months ended
31 December 30 June
2004 2005 2006 2006 2007

Net Sales
British Pounds Sterling 0.7% 0.5% 0.2% 0.1% 0.3%
Canadian dollars 2.9% 2.9% 2.1% 2.2% 2.4%
Euro 0.5% 0.1% 0.1% 0.2% 0.0%
Hong Kong dollars 48.1% 56.1% 46.4% 48.8% 43.4%
Japanese Yen 21.2% 8.0% 9.8% 11.6% 11.2%
Macao Pataca 0.1% 0.2% 0.2% 0.1% 0.3%
Renminbi 19.2% 22.7% 31.3% 28.0% 32.1%
Singapore dollars 4.5% 4.8% 6.3% 5.4% 6.2%
US dollars 2.8% 4.7% 3.6% 3.6% 4.1%

100.0% 100.0% 100.0% 100.0% 100.0%

For the three years ended 31 December 2006 and six months ended 30 June 2007:

(a) total turnover attributable to the Group’s five largest customers for its motor vehicle business
accounted for approximately 14.5%, 4.5%, 9.3% and 13.0% of the Group’s total motor vehicle
sales turnover respectively;

(b) total turnover attributable to the Group’s five largest customers for its food and consumer products
business accounted for approximately 8.9%, 10.5%, 10.8% and 11.5% of the Group’s total food
and consumer products sales turnover respectively; and
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(c) total turnover attributable to the Group’s five largest customers for its logistics business accounted
for approximately 41.2%, 43.1%, 44.4% and 42.5% of the Group’s total logistics sales turnover
respectively.

For the three years ended 31 December 2006 and the six months ended 30 June 2007, the Group’s
largest customer for:

(a) its motor vehicle business accounted for approximately 6.7%, 1.7%, 3.3% and 4.5% of the
Group’s motor vehicle business sales turnover respectively;

(b) its food and consumer products business accounted for approximately 2.4%, 2.8%, 3.2% and 3.8%
of the Group’s food and consumer products business sales turnover respectively; and

(c) its logistics business accounted for approximately 10.3%, 17.9%, 18.6% and 16.1% of the Group’s
logistics business sales turnover respectively.

SUPPLIERS
Suppliers relationships
The sources of the Group’s supplies of products can be divided into 2 main groups, namely:

(a) products sourced under dealership or distributorship such as motor vehicles, Genuine Parts, OE
Parts, FMCG products, electrical appliances and cosmetics; and

(b) food commodities such as frozen meat, frozen seafood and edible oil.

Save for the dealership or distributorship agreements for motor vehicles, Genuine Parts, OE Parts,
FMCG products, electrical appliances and cosmetics, the Group has not entered into any other long-term
contracts with its suppliers. Although the Group has not entered into any other long-term supply contracts
with all of its other major suppliers, the Group does not foresee any major problems in the future related to
the obtaining of goods required for its business as most of these products can be sourced in the market from
other alternative suppliers and the Directors consider that the Group has a good business relationship with its
suppliers. The purchase costs paid to the Group’s suppliers are mainly settled in US dollars, Japanese Yen,
GBP, Euro and Renminbi.
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For the three years ended 31 December 2006 and six months ended 30 June 2006 and 2007, the
breakdown of purchase costs in different currencies by percentage is as follows:

For the years ended For the six months ended
31 December 30 June
2004 2005 2006 2006 2007
Purchases

Australian dollars 0.2% 0.2% 0.1% 0.1% 0.1%
British Pounds Sterling 2.4% 2.2% 6.0% 6.8% 5.9%
Canadian dollars 3.1% 3.5% 2.4% 3.3% 4.7%
Euro 4.9% 5.5% 53% 5.6% 5.4%
Hong Kong dollars 12.1% 15.8% 13.8% 12.1% 9.5%
Japanese Yen 35.2% 22.1% 20.7% 23.5% 21.4%
Renminbi 17.9% 19.9% 27.3% 23.0% 28.8%
Singapore dollars 1.3% 1.5% 1.5% 1.6% 1.8%
US dollars 22.8% 29.3% 22.9% 24.0% 22.4%
Others 0.1% 0.0% 0.0% 0.0% 0.0%

100.0% 100.0% 100.0% 100.0% 100.0%

The total costs of goods sold account for a significant portion of the Group’s cost of sales. Most of the
purchases of imported products sourced from suppliers are paid in foreign currencies such as US dollars,
GBP, Renminbi, Euro and Japanese Yen while non-imported products are paid in HK dollars and are settled
either by cash, letter of credit or telegraphic transfer. The average credit period granted by the Group’s
suppliers is normally 7 to 30 days after delivery and save for motor vehicles, no trade deposits are required by
such suppliers before delivery.

Motor vehicles, FMCG products, electrical appliances and cosmetics distributed or sold by the Group
are branded products and are supplied by principals pursuant to various dealership or distributorship contracts.
The Directors consider that there is a reliance on these principals for the supply of these products and there
is a material risk of supply shortage if these contracts are terminated. However, many of the principals have
had long standing business relationships with the Group for many decades and have been supportive of the
Group’s business for many years.

In contrast, food commodities are widely available in the market. The Directors consider that there is
no over-reliance on any individual supplier and no material risk of supply shortage. The Directors believe the
Group can replace one supplier with another with no undue difficulty. As these food commodities are readily
available in the market and the Group has an extensive supplier network, the Group may opt to purchase from
a wide range of alternative suppliers. With a view to maintaining steady supplies and a long term business
relationship, the Group has been sourcing food commodities from different suppliers from different countries
for most of the food commodities it distributes.

For the three years ended 31 December 2006 and the six months ended 30 June 2007, purchases from
the top five largest suppliers of the Group accounted for approximately 40.4%, 27.8%, 26.6% and 28.7%
of the Group’s total purchases respectively. During the same period, the largest supplier accounted for
approximately 18.8%, 7.6%, 11.1% and 10.7% of the Group’s total purchases respectively. Isuzu Motors
Limited has been one of the five largest suppliers of the Group in terms of the Group’s total procurement
amount for the three years ended 31 December 2006 and the six months ended 30 June 2007. It was a
substantial sharcholder of a subsidiary of the Group engaging in marketing activities. Save for the above, the
Group’s five largest suppliers are all Independent Third Parties.
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Supply of motor vehicles

Pursuant to the distributorship agreements, the main obligations of the Group include the arranging of
the importation of vehicles and parts if the automobile manufacturers do not have any presence in Hong Kong
and Macao and entering into dealership agreements with dealers for the promotion, marketing and sales of
the authorised marques of vehicles as well as maintaining after sales service and support to the dealers within
Hong Kong and Macao. Due to the relatively small automobile market in Hong Kong, the Group also acts
as the dealers under these distributorship agreements for the sale of the automobile products and provides
after sales service and support to end consumers in Hong Kong, while the sale of the automobile products
in Macao is carried out through dealers appointed by the Group. Under these distributorship agreements, the
Group provides product warranties to the vehicles and parts sold by it, backed by the indemnification from
the automobile manufacturers. Other than the manufacturers’ agreed price for the purchase of the automobile
products, there are no other rewards provided to the Group by the automobile manufacturers under these
distributorship agreements. As at the Latest Practicable Date, most of these distributorship agreements were
valid for an open period. However, they may be terminated by either parties with prior written notice ranging
from 2 to 24 months in the absence of any default. On termination, the suppliers have the right to repurchase
any new vehicles and parts at the price paid by the Group for such automobile inventory, subject to certain
deductions such as depreciation.

As at the Latest Practicable Date, there were 3 business models in which the Group carried out its
automobile business in the PRC. Firstly, pursuant to the national or regional distributorship agreements for
Bentley, Isuzu and Renault, the main obligations for the Group include the arranging of the importation
of vehicles and parts to the PRC market if the automobile manufacturers do not have any presence in the
PRC. The Group is primarily responsible for the promotion, marketing and sales of the authorised marques
of vehicles as well as maintaining after sales service and support to the dealers within the PRC for Bentley
and Isuzu brands or within Anhui, Jiangsu, Zhejiang and Shanghai for Renault. With the approval by
manufacturers, the Group has the right to appoint dealers within these territories for sale of the automobile
products and provides after sale service and support to end consumers. Under these distributorship
agreements, the Group provides product warranties for the vehicles and parts sold by it, backed by the
indemnification from the automobile manufacturers. Other than the manufacturers’ agreed price for the
purchase of the automobile products, there are no other rewards provided to the Group by the automobile
manufacturers under these distributorship contracts. As at the Latest Practicable Date, two out of three of
these distributorship agreements, namely, Bentley and Isuzu, were valid for an open period. However, they
may be terminated by either parties with prior written notice ranging from 2 to 24 months in the absence of
any default. On termination, the suppliers have the right to repurchase any new vehicles and parts at the price
paid by the Group for such automobile inventory, subject to certain deductions such as depreciation.

Secondly, pursuant to the various city dealership agreements, the Group sources the supply of the
authorised marques automobiles from the distributor or manufacturer for sale and after sale service and
supports to end consumers within the agreed locations through the 4S outlets established by the Group. Under
these city distributorship agreements, the Group provides product warranty services to the end users on behalf
of the distributor or manufacturer according to the dealership agreement. Other than the manufacturers’
agreed price for the purchase of the automobile products, there will be rewards or rebate if the Group achieves
the sales target, service requirements or other requirements set out by the distributor or the manufacturer.
As at the Latest Practicable Date, most of the city dealerships are valid for a specified period and may be
terminated by either party with prior written notice ranging from 2 to 24 months in the absence of any default.
Such city dealerships may be terminated if the Group does not meet the agreed sales targets or the required
service standard. On termination, the automobile distributors have the right to repurchase any new vehicles
and parts at the price paid by the Group for such automobile inventory, subject to certain deductions such as
depreciation.
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Thirdly, in acting as a 4S operator, the Group has the similar obligations as a city dealer for the sale
and after sale service and supports of the authorised marques automobiles to end consumers. However, such
arrangements were governed by the annual purchase agreement with distributor or manufacturer, which will
be renewed annually.

COMPETITIVE STRENGTHS

The Directors believe that the Group’s historical and potential future growth are primarily attributable
to the following strengths:

the Group has, through Dah Chong Hong, over the past 50 years, built and developed a strong
brand name and goodwill in the trading and distribution industry through the premium quality
products it distributes and the high quality services it provides

the Group is a motor vehicle distributor in Hong Kong with approximately 27% of the new
vehicle market share in 2006, and with growing sales in the PRC new vehicle market, supported
by a comprehensive range of motor vehicle related services

the Group is a leading food and consumer products distributor with a strong base in Hong Kong
and a well established network in the PRC

the Group has an integrated business platform providing a range of comprehensive supply chain
management services to its customers, supported by a strong logistics network and “real time”
management system to cater for its multi-brand portfolio

the Group has a strong management team with ample experience and expertise as well as a well-
trained and knowledgeable team of frontline staff in the trading and distribution industry

the Group has a well developed international procurement network with a large number of long
term supplier relationships. It has maintained sizeable records of customer information as well
as extensive distribution networks supporting a large customer base which enables effective
marketing of its products

BUSINESS STRATEGIES

The mission of the Group is to enhance its leading position in the Hong Kong market for its main
business, namely motor vehicles, food and consumer products, and logistics, to become a leading player and
partner of choice for its suppliers and customers in Hong Kong and the PRC:

1.

expanding its national and city dealerships and motor vehicle related services in the PRC
through strategic partnerships with local partners or merger and acquisition exercises as well as
diversifying motor vehicle related services in Hong Kong and Macao

maintaining growth in its core businesses to continue to generate strong and stable recurring
cash flows, in particular by expanding and diversifying existing food commodities, FMCG and
consumer products business to increase the Group’s scale and market share in Hong Kong, Macao
and major cities in the PRC

expanding the Group’s distribution network in branded imported FMCG products in major cities

in the PRC through strategic partnership with local partners or merger and acquisition exercises
for faster market penetration

11 -
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4.  continuing to develop new value-added services for its third party logistics customers and to
provide fully integrated food supply chain solutions to its customers at the initial phase, with the
long term plan to provide total supply chain solutions for other related and synergistic industries

5. continuing to develop and enhance its modern management control system with local expertise
and implement international standards of corporate governance

PROPOSED SPIN-OFF OF THE GROUP FROM CITIC PACIFIC

CITIC Pacific has concluded that the Group’s business has grown to a size sufficient to command a
separate listing and that such listing will also be beneficial to the Group for the following reasons:

. it provides flexibility to the Group in raising future funds from the capital markets to support its
growth through continuing organic expansions as well as acquisitions; and

. it enables the Group to take advantage of the significant global growth potential by attracting new
investors who are seeking investment opportunities in a conglomerate engaged in a broad range of
business.

The proposed spin-off by CITIC Pacific has complied with the requirements of Practice Note 15 of the
Listing Rules.

However, the Group has historically relied on financial support provided from its ultimate sharcholder,
CITIC Pacific, to fund its operation, especially for the Group’s business expansion in the PRC. The Group
leases some of the properties for its business operations from CITIC Pacific. Upon completion of the Global
Offering and the proposed listing of the Group, there can be no assurance that the historical support from its
shareholders will continue on terms as favourable as those previously provided. Please see “Risk factors —
Risks relating to the Group and its operations — The Group may need additional capital in the future which
may not be available on acceptable terms”.

In addition, following the Global Offering, CITIC Pacific’s equity interests in the Group will be
reduced. With the independent operation of the Group from CITIC Pacific and the separate listing, the Group
may lose some of the “marketing convenience” it previously enjoyed as a wholly-owned subsidiary of CITIC
Pacific. Some of the marketing convenience includes the substantial financial supports from CITIC Pacific
which is a listed company as well as CITIC Pacific’s wide connections and successful business experiences
in the PRC. Please see “Risk factors — Risks relating to the Global Offering — The Group’s controlling
shareholder may take actions that conflict with the Group’s public shareholders’ best interest”.

RISK FACTORS

There are certain risks and considerations relating to an investment in the Company’s Shares, details
of which are set out in the section headed “Risk factors” of this Prospectus. A summary of these risks and
considerations is as follows:

Risks relating to the Group and its operations

. The Group’s future growth relies substantially on the PRC market and may be adversely affected
by changes in the PRC’s economic, political and social conditions

— 12—
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A loss of distribution rights granted by the Group’s principals or suppliers, or any material
disputes between the Group and its principals may adversely affect the results of operations and
financial condition of the Group

The Group depends on major customers, especially the Group’s logistics business which depends
on its five largest customers in its logistics segment, for a significant portion of its business and
the loss of any of such customers could materially and adversely affect the Group’s business and
financial position

The Group is subject to credit risk in respect of account receivables

The Group may need additional capital in the future which may not be available on acceptable
terms

Dividend declared and dividend policy immediately prior to Listing not indicative of future
dividends

The loss of any key members of the management team may impair the Group’s ability to identify
and secure new contracts with customers or otherwise manage its business effectively

The Group’s operations are dependent on its IT system and the Group relies on sophisticated
billing and credit control systems, and any problems with these systems could interrupt the
Group’s operations

The Group has not registered some of the intellectual property rights in relation to the products
it distributes and supplies, and any unauthorised use, infringement or misappropriation of such
rights by third parties may adversely affect the Group’s business

The Group may not be able to sustain its existing sales margins

The Group is subject to PRC laws and regulations governing social security funds and housing
accumulation funds and the failure to comply with the relevant laws and regulations may
adversely affect the Group’s business

The Group requires various approvals, licences and permits to operate its business and the loss of
or failure to obtain or renew any or all of these approvals, licences and permits could materially
and adversely affect its business

Failure by the Group’s principals or suppliers to introduce products that are accepted by the
market may cause it to lose market share and fail to gain the anticipated economic benefits of such
new products

The Company’s ability to pay dividends and utilise cash resources in its subsidiaries is dependent
upon the earnings of, and distributions by, the Company’s subsidiaries, associates and jointly-
controlled enterprises

The Group faces inventory obsolescence risk

Unexpected business interruptions could adversely affect the Group’s business

13-
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. The Group’s business and results of operations may be affected by its chances of securing
contracts awarded by tenders

. Product defects of the principals or suppliers and the failure of the principals or suppliers to settle
product liability claims may adversely affect the business and results of operations of the Group

. Certain lands or buildings where the Group operates its business in the PRC and overseas do not
have proper title or the head lessor’s consent for sub-lease or the Group may fail to, or need to
incur further expenses or time to, secure legal ownership over certain lands or buildings which it
owns in the PRC

. A certain portion of the Group’s profits attributable to equity shareholders of the Group during
the three financial years ended 31 December 2006 and the six months ended 30 June 2007 was
contributed by revaluation gains on investment properties

Risks relating to the industries in which the Group operates
A. Risks relating to the motor vehicle industry

. Increasing competition, particularly in the PRC motor vehicle market, may have an adverse
effect on the Group’s business growth and results of operations

. Contractual arrangements in respect of certain companies in the PRC may be subject to
challenge by the relevant governmental authorities and may affect the Group’s investment
and control over these companies and their operations

. Overcapacity in the PRC automobile market could have a material adverse effect on PRC
automotive importers, dealers and distributors, including the Group

. Imposition of fuel economy standards on PRC automotive manufacturers and the proposed
imposition of higher automobile consumption taxes may have a negative effect on the
revenues and profits of PRC automobile importers, dealers and distributors, including the
Group

. Automobile importers, dealers and distributors in the PRC, including the Group, may
expend considerable resources in order to comply with the Regulations on Recall of
Defective Automotive Products, which took effect in October 2004

. Imposition of restrictions on road use and traffic control legislation and regulations in Hong
Kong, Macao and the PRC may have an adverse effect on importers, dealers and distributors

of vehicles, including the Group

. The proposed introduction of the “three guarantees” policy on vehicles sold in the PRC may
have a negative effect on the revenues and profits of the Group

. Any trade or other political disputes between countries may affect the Group’s selection of
motor vehicles to be imported and sales turnover

. Fuel shortages and increases in fuel prices may adversely affect the demand for automobiles

— 14—
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Risks relating to the food and consumer products industry

. The outbreak of animal diseases, including the recent outbreak affecting those in contact
with streptococcus suis-infected pigs in Sichuan, the PRC, or other epidemics could
adversely affect the Group’s operations

. The food and consumer products markets in Hong Kong and Macao are highly competitive
and any finding or rumour of tainted food may lead to a halt in the demand of a particular
product offered by the Group

. The processed meat and other food processing industries in the PRC may face increasing
competition from both domestic and foreign companies, as well as increasing industry
consolidation, which may affect the Group’s market share and profit margin

. The Group’s business and results of operations are dependent on its suppliers’ ability
to supply and continue to supply food and consumer products as well as the suppliers’

compliance with labeling or other regulations

. The Group’s business and results of operations are dependent on the advertising and
promotion strategies which are partially subsidised by its suppliers

. The Group’s profitability may be affected by the cost transfer strategies adopted by its
customers

. The Group may face legal consequences and financial losses for using its principals’
intellectual property rights which its principals have no rights to grant to the Group

Risks relating to the logistics industry

. The Group’s logistics business and operations may be affected by the availability of its
warechousing and storage capacity

. Ability of the Group’s competitors in Macao to secure more space or land to expand its
logistics business could affect the Group’s business and operations

. Any delay by the Group in completing its land use development plans in Xinhui, the PRC
may affect the Group’s business and operations

. The Group’s business and results of operations are dependent on the growing global
outsourcing trends

. Any error in recording stocks kept at the private bonded warehouse in the Xinhui logistics
hub may affect the Group’s business and operations

. Accidental losses suffered by the Group may not be fully indemnified by its insurers which
may affect its business and results of operations
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Risks relating to economy and politics

. Adverse changes in the PRC’s economic, political, social conditions and government policies
could have a material adverse effect on the overall economic growth of the PRC, which could
adversely affect the results of operations and financial condition of the Group

. The state of Hong Kong’s economy and politics may adversely affect the Group’s performance
and financial condition

. The PRC legal system is continuously evolving and has inherent uncertainties and the legal
protections available to the Company, as shareholder of many subsidiaries in the PRC, may be
limited

. Changes in foreign exchange regulations and future movements in the exchange rate of Renminbi

may adversely affect the results of operations and financial condition of the Group and the
Group’s ability to pay dividends

. Fluctuation of the US dollar, Japanese Yen, Renminbi, GBP or Euro relative to the Hong Kong
dollar could adversely affect the Group’s financial condition and results of operations

. An outbreak of the HSN1 strain of bird flu (Avian Flu), SARS or any other similar epidemics
may, directly or indirectly, adversely affect the Group’s operating results

Risks relating to the Global Offering

. There has been no prior public market for the Shares and liquidity and the trading price of the
Shares may be volatile

. Unpredictability of the Group’s periodic results may adversely affect the trading price of its

Shares

. Purchasers of the Shares may experience dilution if the Company issues additional Shares in the
future

. Potential dilution effect on shareholdings in the event of exercising of share options

. Sales of substantial amounts of Shares in the public market may materially and adversely affect

the prevailing market price of the Shares
. Forward-looking information included in this Prospectus may not be accurate

. The Group’s controlling sharcholder may take actions that conflict with the Group’s public
shareholders’ best interests

. No guarantee of the accuracy of facts, forecasts and other statistics derived from the official
government publication with respect to the PRC’s economy contained in this Prospectus

. Prospective investors should not place any reliance on any information contained in the press
coverage regarding the Group and the Global Offering
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SUMMARY FINANCIAL INFORMATION

The following summary of the combined income statements of the Group for the three years ended 31
December 2006 and the six months ended 30 June 2006 and 2007 are extracted from the audited financial
statements included in the Accountants’ Report set out in Appendix I to this Prospectus, and you should read
the entire Accountants’ Report including the notes thereto for more details.

Turnover
Cost of goods sold/services

Gross profit

Net valuation gains on
investment properties

Other revenue

Other net gain/(loss)

Selling and distribution expenses
Administrative expenses

Profit from operations
Finance costs

Share of profits less losses of
associates

Share of profits less losses of
jointly controlled entities

Profit before taxation
Income tax

Profit for the year/period
from continuing operations
Discontinued Operations
Profit/(loss) for the year/period
from discontinued operations

Profit for the year/period

Attributable to:

Equity shareholders of
the Company

Minority interests

For the year ended 31 December

For the six months ended 30 June

2004 2005 2006 2006 2007
HK$ 'm %  HK$'m %  HK$'m % HK$ 'm %  HK$’'m %
(unaudited)

11,494.1 100.0  10,520.0 100.0 12,9264 100.0 5,842.3 100.0 6,989.0 100.0
(9,872.0) (85.9)  (8,844.5) (84.1) (11,022.7) (85.3)  (49712) (85.1)  (5,934.0) (84.9)
1,622.1 14.1 1,675.5 15.9 1,903.7 14.7 871.1 14.9 1,055.0 15.1

57.1 0.5 772 0.7 111.7 0.9 62.6 1.1 60.8 0.9
101.6 0.9 107.1 1.0 1237 1.0 554 0.9 61.6 0.9
44 0.0 (4.6) (0.0) 372 0.3 239 0.4 9.6 0.1
(725.9) (6.3) (749.5) (7.1) (902.2) (7.0) (408.0) (7.0) (479.5) (6.9)
(723.0) (6.3) (740.8) (7.0) (797.3) (6.2) (385.1) (6.6) (410.0) (5.9
336.3 29 364.9 3.5 476.8 3.7 219.9 3.7 297.5 42
(20.9) (26.4) (42.9) (21.8) (23.3)
4.5 (7.4) (1.3) (0.0) 1.8
23.7 28.5 355 19.8 22.5
343.6 359.6 468.1 217.9 298.5
(64.5) (83.7) (92.8) (49.3) (65.1)
279.1 2759 3753 168.6 2334
6.5 (24.1) (40.2) (11.5) (18.3)
285.6 2.5 251.8 24 335.1 2.6 157.1 2.7 215.1 3.1
283.0 243.5 323.7 148.6 209.7
2.6 8.3 11.4 8.5 5.4
285.6 215.1

251.8

335.1

157.1

Net combined profit attributable to equity shareholders of the Company excluding net valuation gains
on investment properties (net of deferred taxation effect), profit/loss from discontinued operations (net
of taxation effect) and share options expense

Financial performance indicator, namely, net combined profit attributable to equity shareholders of the
Company excluding net valuation gains on investment properties (net of deferred taxation effect), profit/loss
from discontinued operations (net of taxation effect) and share options expense, presented in this Prospectus,
is not a measure of financial performance under HKFRSs but is a useful tool for the Group to measure
operating performance of the continuing operations. However, this financial performance indicator should not
be considered in isolation or constructed as an alternative to net income or income from continuing operations
or as an indicator of operating performance prepared in accordance with HKFRSs.
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SUMMARY

During the three years ended 31 December 2006 and for the six months ended 30 June 2006 and 2007,
the net combined profit attributable to equity shareholders of the Company excluding net valuation gains
on investment properties (net of deferred taxation effect), profit/loss on discontinued operations (net of
taxation effect) and share options expense, were HK$234.2 million®™* D HK$208.7 million®™t 2, HK$292.1
million®t©3 HK$119.5 million®™<* and HK$184.8 million®™3, respectively.

Notes:

l. For the financial year ended 31 December 2004, the net profit attributable to equity shareholders of the Company, net
valuation gains on investment properties (net of deferred taxation effect), profit on discontinued operations (net of taxation
effect) and share options expense, were HK$283.0 million, HK$44.1 million, HK$6.5 million and HK$1.8 million,
respectively.

2. For the financial year ended 31 December 2005, the net profit attributable to equity shareholders of the Company, net
valuation gains on investment properties (net of deferred taxation effect), loss on discontinued operations (net of taxation
effect) and share options expense, were HK$243.5 million, HK$58.9 million, HK$24.1 million and nil, respectively.

3. For the financial year ended 31 December 2006, the net profit attributable to equity shareholders of the Company, net
valuation gains on investment properties (net of deferred taxation effect), loss on discontinued operations (net of taxation
effect) and share options expense, were HK$323.7 million, HK$73.8 million, HK$40.2 million and HK$2.0 million,
respectively.

4. For the financial period ended 30 June 2006, the net profit attributable to equity shareholders of the Company, net
valuation gains on investment properties (net of deferred taxation effect), loss on discontinued operations (net of taxation
effect) and share options expense, were HK$148.6 million, HK$42.6 million, HK$11.5 million and HK$2.0 million,
respectively.

5. For the financial period ended 30 June 2007, the net profit attributable to equity shareholders of the Company, net
valuation gains on investment properties (net of deferred taxation effect), loss on discontinued operations (net of taxation
effect) and share options expense, were HK$209.7 million, HK$43.2 million, HK$18.3 million and nil, respectively.

DIVIDEND POLICY

Dividends in the amounts of HK$138.8 million, HK$138.8 million and HK$138.8 million were declared
by the Company during the years ended 31 December 2004, 2005 and 2006, respectively. Such dividends
were paid in cash and out of the distributable profits of the Company. An interim dividend of about HK$900
million was declared and paid before the Listing Date. In determining the amount of the above interim
dividend, the Directors have taken into account the level of the Group’s retained earnings, the expected
cash flow and the Group’s assets and liabilities and consider that the amount of the above interim dividend
represents a fair and reasonable return to its controlling shareholders. HK$800 million of such interim
dividend was financed by new bank borrowings comprising two 3-year unsecured term loans and four 3-year
unsecured revolving credit facilities. The Company does not expect that it needs to utilise any proceeds from
the Global Offering to repay the new bank borrowings. The Directors confirmed that during the three years
ended 31 December 2006 and the six months ended 30 June 2007 all dividends were paid during periods
when the Company was able to pay its debts as they became due.
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SUMMARY

Subject to the availability of the Company’s cash and distributable reserves, the Group’s investment
requirements, and the Group’s cashflow and working capital requirements, the Directors currently intend
to declare and recommend dividends which would amount to not less than 30% of the net profit, if any,
from ordinary activities for the first financial year subsequent to the Global Offering. The Group’s general
dividend policy is to determine the dividend on any given year with reference to the net profit generated and
dividends are funded by a combination of the Group’s operating cash flow and internal financial resources.
Going forward, the Company currently expects to maintain a general policy that not less than 30% of its
profits available for distribution in each year commencing from the Listing Date will be distributed to its
shareholders. However, final dividends, if any, on the outstanding shares must be recommended by the
Company’s Board and approved at the Company’s annual general meeting of shareholders. In addition, the
Board may declare such interim dividends as appear to the Board to be justified by the Company’s profits.
The payment and the amount of any dividends declared will be subject to the articles of association and the
Companies Ordinance. No dividends are payable if doing so would render the Company unable to pay its
liabilities as they become due or the realisable assets would be less than the aggregate of its liabilities and its
issued share capital. The declaration or recommendation of, payment and amount of dividends will be subject
to the discretion of the Board and will be dependent upon the Group’s future operations, earnings, financial
condition, business needs, prospects, cash requirements and availability and other factors as the Board may
deem relevant at such time.

The timing, amount and form of future dividends, if any, will depend, among other things, on:

. the Group’s results of operations and cash flows;

. the Group’s future prospects;

. general business conditions;

. the Group’s capital requirements and surplus;

. contractual restrictions on the payment of dividends by the Company to its shareholders or by

subsidiaries to the Company;

. taxation considerations;

. possible effects on the Company’s creditworthiness;
. statutory and regulatory restrictions; and

. any other factors as the Board may deem relevant.

The recent declaration of a dividend and the above stated intention does not amount to any guarantee
or representation or indication that the Company must or will declare and pay a dividend in such manner
or declare and pay any dividend at all either in the first financial year subsequent to the Global Offering or
thereafter. Particulars of the dividend policy to be adopted by the Group following the Listing are set out in
the sub-section headed “Dividend policy, working capital and distributable reserves” under the section headed
“Financial information” of this Prospectus. The dividend policy is subject to review by the Directors at any
time and the Company may determine not to pay any dividends as a result of such review.
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SUMMARY

PROFIT FORECAST FOR THE YEAR ENDING 31 DECEMBER 2007

HK$
(in million)
Forecast combined profit attributable to equity shareholders of the Company @ not less than 415.6
Before:
(i)  Net valuation gains on investment properties (net of deferred taxation effect) ® (49.6)
(ii) Losses from discontinued operations ® 18.3
(iii) Pre-IPO Share Option Scheme @ 22.3
Net forecast combined profit attributable to equity shareholders of the
Company before (i) net valuation gains on investment properties, (ii) losses
from discontinued operations and (iii) Pre-1PO Share Option Scheme not less than 406.6

After (i) net valuation Before (i) net valuation
gains on investment gains on investment
properties, (ii) losses  properties, (ii) losses

from discontinued from discontinued
operations and (iii) operations and (iii)
Pre-1PO Share Pre-1PO Share
Option Scheme Option Scheme
HK$ HK$

Pro forma forecast earnings per share
— Fully diluted ® 0.229 0.224
— Weighted average © 0.231 0.226

Notes:

(1)  The forecast combined profit attributable to equity shareholders of the Company for the year ending 31 December 2007 is

2

3)

“)

extracted from the section headed ‘‘Financial information — Profit forecast for the year ending 31 December 2007” in this
Prospectus. The bases and assumptions on which the above profit forecast for the year ending 31 December 2007 has been
prepared and summarized in Appendix III to this Prospectus. The Directors have prepared the forecast combined profit
attributable to equity shareholders of the Company for the year ending 31 December 2007 based on the audited combined results
of the Group for the six months ended 30 June 2007, the unaudited combined management accounts of the Group for the month
ended 31 July 2007 and a forecast of the combined results of the Group for the remaining five months of the financial year ending
31 December 2007. The forecast has been prepared on a basis consistent in all material respects with the accounting policies
presently adopted by the Group as set out in note 1 of Section C of the Accountants’ Report, the text of which is set out in
Appendix I to this Prospectus.

Under HKFRSs, gains or losses arising from changes in fair values of investment properties are recognised in the income
statement in the period in which they arise. Assumptions are set out in the sub-section headed “Assumptions with respect to
valuation gains on investment properties” in Appendix III to this Prospectus.

Under HKFRSs, gains or losses arising from the discontinued operations are included in the period in which they arise.

Under HKFRSs, the fair value of the share options granted under the Pre-IPO Share Option Scheme is recognised in the combined
income statement with a corresponding increase in amount due to the ultimate controlling party as the expense will be settled in
cash by the Group. The fair value is measured at the grant date using binomial model (an applicable option-pricing model) based
on the Offer Price of HK$5.22. Assumptions are set out in the sub-section headed “Assumptions with respect to Pre-IPO Share
Option Scheme” in Appendix III to this Prospectus.
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SUMMARY

®)

(6)

The calculation of the pro forma forecast earnings per share on a fully diluted basis is based on the forecast combined profit
attributable to equity shareholders of the Company for the year ending 31 December 2007, assuming that the Company had been
listed on the Stock Exchange since 1 January 2007 and that a total of 1,818,000,000 Shares had been in issue during the entire
year. The calculation is based on the assumption of 1,800,000,000 Shares expected to be in issue and 18,000,000 Shares expected
to be exercised under the Pre-IPO Share Option Scheme following the Global Offering.

The calculation of the pro forma forecast earnings per share on a weighted average basis is based on the forecast combined profit
attributable to equity shareholders of the Company for the year ending 31 December 2007 and a weighted average number of
approximately 1,800,000,000 Shares assumed to be in issue during the year. This calculation assumes no exercise of the options
that may be granted under the Pre-IPO Share Option Scheme.

GLOBAL OFFERING STATISTICS

Based on the Based on the Based on the
Offer Price of Offer Price of Offer Price of
HK$4.55 HK$5.22 HK$5.88

HK$8,190 HK$9,396 HK$10,584

Market capitalization of the Shares (" million million million

Prospective price/earnings multiple

Pro forma fully diluted @

(a)

(b)

After (i) revaluation gains on investment properties (net

of deferred taxation effect), (ii) losses on discontinued

operations and (iii) Pre-IPO Share Option Scheme 19.8 times 22.8 times 25.9 times
Before (i) revaluation gains on investment properties (net

of deferred taxation effect), (ii) losses on discontinued

operations and (iii) Pre-IPO Share Option Scheme 20.3 times 23.3 times 26.3 times

Weighted average ©

(a) After (i) revaluation gains on investment properties (net
of deferred taxation effect), (ii) losses on discontinued
operations and (iii) Pre-IPO Share Option Scheme 19.6 times 22.6 times 25.6 times

(b) Before (i) revaluation gains on investment properties (net
of deferred taxation effect), (ii) losses on discontinued
operations and (iii) Pre-IPO Share Option Scheme 20.1 times 23.1 times 26.0 times

Pro forma net tangible assets value per Share @ HK$1.98 HK$2.05 HKS$2.11

Notes:

(1)  The calculation of market capitalisation is based on 1,800,000,000 Shares expected to be in issue following the Global Offering
and the Capitalisation Issue. No account has been taken of the Shares which may fall to be issued upon exercise of the options
that may be granted under the Pre-IPO Share Option Scheme.

2) The calculation of the prospective price/earnings multiple on a pro forma fully diluted basis is based on 1,818,000,000 Shares
expected to be in issue following the Global Offering and the Capitalization Issue and the forecast earnings per Share on a pro
forma fully diluted basis at the respective Offer Prices of HK$4.55, HK$5.22 and HK$5.88.

(3)  The calculation of the prospective price/earnings multiple on a weighted average basis is based on 1,800,000,000 Shares expected

to be in issue following the Global Offering and the Capitalisation Issue and the above forecast earnings per Share on a weighted
average basis at the respective Offer Prices of HK$4.55, HK$5.22 and HK$5.88, but takes no account of any shares which may be
allotted and issued upon the exercise of the options that may be granted under the Pre-IPO Share Option Scheme.
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SUMMARY

(@] The pro forma net tangible asset value per Share is based on 1,800,000,000 Shares expected to be in issue following the Global
Offering and the Capitalisation Issue and the respective Offer Prices of HK$4.55, HK$5.22 and HK$5.88 per Share, assuming
that the Pre-IPO Share Option Scheme is not exercised. An interim dividend of approximately HK$900 million was declared and
paid before the Listing Date to its controlling shareholders but is taken into account in the calculation as if it had taken place on
30 June 2007.

USE OF PROCEEDS

The net proceeds of the Global Offering to be received by the Company after deduction of underwriting
commission and estimated expenses payable by the Group, and assuming an Offer Price of HK$5.22 (being
the mid-point of the Offer Price between HK$4.55 and HK$5.88 per Offer Share), are estimated to be
approximately HK$893.9 million. The Directors currently plan to use such net proceeds as follows:

. approximately 45% or HK$400 million will be spent over the next three years for expansion of the
Group’s motor vehicle business, including approximately HK$300 million for future expansion
of city dealerships in the PRC, including acquisition of quality city dealerships with a target to
add on average of 6 city dealerships annually in the next 3 years through merger and acquisition
exercises and strategic partnership; and approximately HK$100 million for the development of
motor vehicle related business in Hong Kong and the PRC. While the Group has yet to identify
any specific potential targets as at the Latest Practicable Date, the Group is constantly looking
out for potential target companies in the PRC, Hong Kong, Macao and South East Asia, with the
right automobile dealerships which can complement the Group’s existing automobile product
portfolio, create synergy with the Group’s existing business and have successful trading histories
with proven track records. A substantial part of the budgeted sum of HK$300 million allocated
for merger and acquisition exercises will be spent as acquisition costs mainly comprising the
purchase price of the target companies. As the Group is only interested in acquiring potential
targets which are profitable and are able to generate profits immediately, the Group expects no or
minimal additional investment or start up costs required to run these newly acquired companies,
if any, would have been capable of being funded through the operating cash flow of these newly
acquired companies. The Group will spend approximately HK$80 million in developing motor
related business in Hong Kong and the PRC, including for fleet replacement of its Hong Kong
motor leasing business. It will continue to work with its existing third party sub-contractors
manufacturers or other third party sub-contractors manufacturers on other types of parts with self-
owned brands and source good quality and price competitive vehicle spare parts and accessories
from the PRC and other countries for the overseas markets over the next 3 years. In aggregate,
HKS$10 million is planned for other motor related business development. The Group will spend
approximately HK$10 million as capital injection to further work together with Hi& B 34 FR A 7
(COSCO) and bt 3% iz WV #8565 I H5 A BR A 7 (Beijing Zhongyuan Toyota Motors Sale and
Service Limited), to expand and set up an extensive leasing network in the PRC by increasing the
number of fleet size as well as by extending such motor leasing business to other major cities in
the PRC.
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SUMMARY

approximately 22% or HK$200 million will be spent over the next three years for the expansion
of the Group’s food and consumer products trading business, including approximately HK$160
million for acquisition of and investment in food commodities or FMCG businesses especially in
companies which have strong foothold in this segment as well as companies with the right FMCG
distributorship to synergise with the existing operations and further enlarge market penetration
in the PRC, Hong Kong, Macao, and South East Asia. While the Group has yet to identify any
specific potential targets as at the Latest Practicable Date, the Group is constantly looking out for
potential targets in the PRC, Hong Kong, Macao and South East Asia to acquire. These potential
targets include food trading, distribution, processing and manufacturing companies as well as
food related FMCG marketing and distribution companies which have successful trading histories
with proven track records, are willing to sell a majority stake, have good potentials for future
business expansion especially those with a business focus in the PRC, and can create synergy
with the Group’s existing business. Approximately HK$40 million for expansion of the Group’s
retail business by opening 10 DCH Food Mart outlets and 8 DCH Food Mart Deluxe outlets in
Hong Kong. Among other plans, the Group is pursuing the opportunity to set up a peanut oil
manufacturing plant in the PRC through joint venture for the manufacturing, sales, and export of
peanut oil as well as to develop other house brand food products. In this regard, the Group has
not, as at the Latest Practicable Date, identified any specific investment targets nor entered into
any legally binding agreement or arrangement with respect to the aforementioned investments and
manufacturing opportunities and there is no such acquisition in progress. For details of the future
plans of the Group, please refer to the paragraph headed “Future plans” in the section headed
“Future plans and use of proceeds”.

approximately 29% or HK$260 million will be spent over the next three years for expansion of
the Group’s logistics and food supply chain business, including approximately HK$110 million
for the establishment of sizable warechouse and food processing facilities to provide value added
services, and a food safety inspection center in Hong Kong.

The Company plans to establish an integrated food processing and repackaging complex for fresh
produce, frozen food, oil and rice, and FMCG with a laboratory for quality assurance and food
safety in Hong Kong. The total investment is estimated to be HK$320 million for a period of
7 years. It is intended that approximately HK$110 million will be funded from proceeds of the
Global Offering. Balance will be from the Company’s internal resources and bank borrowing.

The purpose-built complex will be situated on a site measuring approximately 34,186 square
metres. The initial stage of the 2-storey complex will have a total floor area of over 20,000
square metres planned to be used for food processing and over 7,000 square metres to be used
for covered storage and will have 40 car parks. Completion of the development of the first stage
complex is expected to be within 24 months from the completion of the lease assignment.

The second phase of the complex will have a total floor area of over 9,000 square metres. A
total floor area of over 8,000 square metres in the second stage complex will be used for food
processing with part of the area air-conditioned for temperature-controlled food processing.

The integrated food processing complex is planned to repackage retail pack of food, fruit and
vegetables from bulk for delivery to retail customers, including Food Mart, re-process portion
control packs of food, fruit and vegetables for delivery to hotels and other food service outlets,
and provide cold chain management services.
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SUMMARY

The Company has entered into an agreement with an Independent Third Party for the assignment
of a lease in the Hong Kong Science & Technology Parks in favour of the Company. Such
assignment has been approved by the Hong Kong Science & Technology Parks. It is expected that
completion of the lease assignment will take place on or before 28 November 2007.

In addition, approximately HK$150 million will be spent in the next 3 years to develop facilities
such as cold chain, an additional import bonded warehouse, logistics and distribution centres,
and a re-packaging material manufacturing plant in Xinhui to provide comprehensive food
supply chain logistics and management services, and value added services. The Group plans
to spend approximately HK$25 million, HK$20 million, and HK$25 million on the cold chain
facilities, additional import bonded warehouse, and logistics and distribution centres respectively,
which were the three major projects planned by the Group as at the Latest Practicable Date. The
construction works to develop these facilities have yet to commence as at the Latest Practicable
Date. While the Group has yet to identify any specific potential targets as at the Latest Practicable
Date, the Group is constantly looking out for acquisition opportunities in the logistics businesses
in Hong Kong, Macao, the PRC and South East Asia with a sizeable customer base, have
successful trading histories with proven track records, are willing to sell a majority stake, have
good potential for future business expansion, and can create synergy with the Group’s existing
logistics business in order to have faster access and penetration of the logistics market; and

. the balance in an amount of not more than 10% of the aggregate proceeds as funding for general
working capital and general corporate uses.

As at the Latest Practicable Date, the Group has not identified any specific investment targets, nor
entered into any legally binding agreement or arrangement with respect to the future acquisition opportunities
mentioned above. For details of the future plans of the Group, please refer to the paragraph headed “Future
plans” in the section headed “Future plans and use of proceeds”.

Assuming an Offer Price of HK$5.88 per Offer Share (being the high-end of the stated range of the
Offer Price between HK$4.55 and HK$5.88 per Offer Share), the amount of additional net proceeds to be
received by the Company are estimated to be approximately HK$115.8 million, which the Directors intend
to apply as additional funding for the Group’s investments in automobile, food and consumer products and
logistics businesses in the same proportion in the use of proceeds as shown above.

Assuming an Offer Price of HK$4.55 per Offer Share (being the low-end of the stated range of the
Offer Price between HK$4.55 and HK$5.88 per Offer Share), the Directors intend that the respective amounts
to be applied for each of the above purposes will be proportionately reduced.

To the extent that the net proceeds of the Global Offering are not immediately required for the above

purposes, the Group may hold such funds in short-term deposits with banks and/or financial institutions in
Hong Kong for so long as it deems to be in the best interests of the Group.
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SUMMARY

The net proceeds from the sale of the Sale Shares by the Selling Shareholder in the Global Offering after
deducting the related expenses, and assuming an Offer Price of HK$5.22 per Offer Share (being the mid-point
of the stated range of the Offer Price of between HK$4.55 and HK$5.88 per Offer Share) and that the Over-
allotment Option is not exercised in whole or in part, are estimated to amount to approximately HK$2,985.5
million. If the Over-allotment Option is exercised in full, and assuming an Offer Price of HK$5.88 per Offer
Share (being the high-end of the stated range of the Offer Price of between HK$4.55 and HK$5.88 per Offer
Share), the Selling Shareholder will receive additional net proceeds of approximately HK$1,054.6 million.
The Company will not receive any proceeds from the sale of the Sale Shares by the Selling Shareholder in
the Global Offering. All of the net proceeds from the sale of the Sale Shares by the Selling Shareholder in the
Global Offering will be for the account of the Selling Shareholder.

PRE-IPO SHARE OPTION SCHEME

The principal terms of the Pre-IPO Share Option Scheme approved and adopted by (i) written
resolutions of all the shareholders of the Company on 28 September 2007; and (ii) ordinary resolutions of
the shareholders of CITIC Pacific on 3 October 2007 are substantially the same as the terms of the Post-IPO
Share Option Scheme (where applicable) except for the following principal terms:

(a) the subscription price per Share shall be the Offer Price;

(b) no options will be offered or granted upon the commencement of dealings in the Shares on the
Stock Exchange;

(c) the grantee shall not, within 6 months from the Listing Date, exercise any of the options granted
under the Pre-IPO Share Option Scheme;

(d) any exercise of option shall only become effective upon (i) the Listing Committee of the Stock
Exchange granting the listing of, and permission to deal in, the Shares to be issued pursuant to
Pre-IPO Share Option Scheme; and (ii) the commencement of dealings in the Shares on the Stock
Exchange;

(e) the maximum number of Shares in respect of which options may be granted under the Pre-
IPO Share Option Scheme shall not exceed 18,000,000 Shares, being 1% of the total number of
issued Shares immediately following the commencement of dealings in the Shares on the Stock
Exchange; and

(f) the conditions precedent to the adoption of the Post-IPO Share Option Scheme shall not apply
and any options granted or to be granted under the Pre-IPO Share Option Scheme shall lapse
automatically should listing not take place on or before 31 December 2008.

Application has been made to the Listing Committee of the Stock Exchange for the approval of the
listing of, and permission to deal in, the Shares to be issued pursuant to the exercise of the options granted
under the Pre- IPO Share Option Scheme.

Options have been granted under the Pre-IPO Share Option Scheme to recognise the contributions
of certain directors and employees of the Group to the growth of the Group and to incentivise them going
forward. As at the date of this Prospectus, in consideration of HK$1.00 from each grantee, options to
subscribe for an aggregate of 18,000,000 Shares at a subscription price equal to the Offer Price had been
granted to 64 grantees under the Pre-IPO Share Option Scheme.
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Each option has a 5-year exercise period from the date of the offer of the option. Save for the number of
Shares which may be subscribed for pursuant to the exercise of options, each option so granted under the Pre-
IPO Share Option Scheme has the same terms and conditions. Assuming that all of the options granted under
the Pre-IPO Share Option Scheme are exercised in full, the forecast earnings per Share will be HK$0.229
based on the Offer Price of HK$5.22. The potential dilution effect on the shareholdings of the Company upon
the Listing and the impact on the earnings per Share arising from the exercise of the options granted under
the Pre-IPO Share Option Scheme have been taken into account in the calculation of the forecast earnings per
Share, as disclosed in the paragraph headed “Profit Forecast for the year ending 31 December 2007 in the
“Summary” and “Financial information” sections, respectively of this Prospectus.

Assuming the Over-allotment Option is not exercised, the shareholding structure of the Company before
and after the full exercise of all options granted under the Pre-IPO Share Option Scheme is as follows:

Shareholding structure Shareholding structure
immediately after completion immediately after completion
of the Global Offering but of the Global Offering
before exercise of the and after full exercise of
options granted under the options granted under
the Pre-1PO Share Option the Pre-1PO Share Option
Name of Shareholders Scheme Scheme
Number of Shares %  Number of Shares %
1. CITIC Pacific 1,018,800,000 56.60 1,018,800,000 56.04
2. Grantees under the Pre-IPO
Share Option Scheme — — 18,000,000 0.99
3. Shareholders taking up Shares
under the Global Offering 781,200,000 43.40 781,200,000 42.97
Total 1,800,000,000 100.00 1,818,000,000 100.00

For details of the options that have been granted to directors and employees of the Group under the
Pre-IPO Share Option Scheme, please refer to the paragraph headed “9. Pre-IPO Share Option Scheme” in
Appendix VI to this Prospectus.

Save as disclosed above and in Appendix VI to this Prospectus, no options have been granted or agreed

to be granted by the Company under the Pre-IPO Share Option Scheme as at the date of this Prospectus. No
options will be granted under the Pre-IPO Share Option Scheme on or after the Listing Date.
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DEFINITIONS

In this Prospectus, unless the context otherwise requires, the following terms have the following
meanings. Certain other terms are explained in the section headed “Glossary of Technical Terms™ in this

Prospectus.

“Accountants’ Report”

“Articles”

“Associate(s)”

“Assured Entitlements”

“Board”

“Business Day”

“CAD”

“Capitalisation Issue”

“CCASS”

“CCASS Broker Participant”
“CCASS Custodian Participant”

“CCASS Investor Participant”

“CCASS Participant”

“CEPA”

“CITIC Pacific”

“CP Shares”

the accountants’ report of KPMG dated the date of this Prospectus
addressed to the Directors and the Sponsor, the text of which is set out in
Appendix I to this Prospectus

the articles of association of the Company, conditionally approved and
adopted on 28 September 2007 and as amended from time to time

has the meaning ascribed to it in the Listing Rules

the entitlement of Qualifying CP Sharcholders to apply for the Reserved
Shares under the Preferential Offer on the basis of an assured entitlement
of one Reserved Share for every whole multiple of 25 CP Shares

the Board of Directors of the Company

any day (excluding a Saturday or a Sunday) on which banks in Hong
Kong are generally open for normal banking business

Canadian dollars, the lawful currency of Canada

the issue of Shares to be made upon capitalisation of settlement of amount
due from the Group to CITIC Pacific referred to in the paragraph headed
“Resolutions of the shareholders of the Company” in Appendix VI to this
Prospectus

the Central Clearing and Settlement System established and operated by
HKSCC

a person admitted to participate in CCASS as a broker participant
a person admitted to participate in CCASS as a custodian participant

a person admitted to participate in CCASS as an investor participant who
may be an individual or joint individuals or a corporation

a CCASS Broker Participant or a CCASS Custodian Participant or a
CCASS Investor Participant

the Closer Economic Partnership Arrangement entered into between Hong
Kong and the PRC dated 29 June 2003

CITIC Pacific Limited (" 5 & & A M 4 7)), formerly known as
(a) Tylfull Company Limited and (b) Tylfull Company Limited
(T E B (LB A R A7), a company incorporated under the laws
of Hong Kong on 8 January 1985, the shares of which are listed on
the Stock Exchange (stock code: 0267) on 26 February 1986 and the
controlling shareholder of the Company

ordinary share(s) of HK$0.40 each in the share capital of CITIC Pacific
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DEFINITIONS

“Companies Ordinance”

“Company”

“connected person”

“Contractual Arrangements”

“Contractual Arrangements
Agreement(s)”

“controlling shareholder”

“Dah Chong Hong”

“Director(s)”

“Eligible Employees”

‘CGBP?ﬁ
“Global Coordinator”,
“Sponsor” and “BNP Paribas”

“Global Offering”

“Greater China Region”

the Companies Ordinance (Chapter 32 of the Laws of Hong Kong), as
amended, supplemented or otherwise modified from time to time

Dah Chong Hong Holdings Limited (K& 7B AR, formerly
known as Hang Chong Investment Company, Limited (1H & &3 H R
7)) and Dah Chong Hong Holdings Limited (K &% 217 £ BEARAR), a
company incorporated in Hong Kong on 2 January 1964

has the meaning ascribed to it in the Listing Rules

contractual arrangements with the Registered Owners of OPCOs that
are implemented by the Group as more particularly set out in the section
headed “Business — Contractual Arrangements” and in the paragraph
“Summary of Contractual Arrangements in respect of Certain PRC
Entities within the Group” in Appendix VI of this Prospectus

confirmation and agreement on the shareholding arrangements (f&#E
LHEMTERR X %) as more particularly set out in the section headed
“Business — Contractual Arrangements” and in the paragraph “Summary
of Contractual Arrangements in respect of Certain PRC Entities within the
Group” in Appendix VI of this Prospectus

has the meaning ascribed to it in the Listing Rules and “controlling
interest” shall be construed accordingly; and CITIC Pacific is the
controlling shareholder of the Company

Dah Chong Hong, Limited (K& & 17 A A7), formerly known as
Dah Chong Hong, Limited, a company incorporated in Hong Kong on 26
January 1949 and a direct wholly-owned subsidiary of the Company

the director(s) of the Company

full-time employees of the Company, its subsidiaries or jointly controlled
entities incorporated in Hong Kong, who are Hong Kong residents and
have continuous employment with the relevant entity as at the date of
application and for over one year as at 30 September 2007, excluding the
directors and chief executive of the Company or of any of its subsidiaries,
existing beneficial owners of the shares of the Company or any of its
subsidiaries, their respective associates, and grantees of options under the
Pre-IPO Share Option Scheme

the pound sterling, the lawful currency of the United Kingdom

BNP Paribas Capital (Asia Pacific) Limited, a licenced corporation for
type 1 (dealing in securities) and type 6 (advising on corporate finance)
regulated activities as defined in the SFO

the Public Offer (including the Preferential Offer) and the International
Placing

the PRC, Hong Kong and Macao
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“Group”

“HKS$” and “cents”

“HKEPD”

“HKFRSs”

“Holding Subsidiary”

“HKSCC”

“HKSCC Nominees”

“Hong Kong”

“Hong Kong Government”

“Independent Third Party” or
“Independent Third Parties”

“International Placing”

“International Placing Shares”

“International Underwriters”

“International Underwriting
Agreement”

the Company together with its subsidiaries at the relevant time

Hong Kong dollars and cents, respectively, the lawful currency of Hong
Kong

The Hong Kong Environmental Protection Department

Hong Kong Financial Reporting Standards issued by the Hong Kong
Institute of Certified Public Accountants

member of the Group in Hong Kong or PRC acting as the intermediate
holding company as more particularly set out in the section headed
“Business — Contractual Arrangements” and in the paragraph “Summary
of Contractual Arrangements in respect of Certain PRC Entities within the
Group” in Appendix VI of this Prospectus

Hong Kong Securities Clearing Company Limited, a wholly-owned
subsidiary of Hong Kong Exchanges and Clearing Limited

HKSCC Nominees Limited

the Hong Kong Special Administrative Region of the People’s Republic
of China

the Government of Hong Kong

a person(s) or company(ies) which is/are independent of, and not
connected with the directors, the chief executives or the substantial
shareholders of the Company or its subsidiaries or any of their respective
associates

the conditional placing of the International Placing Shares by the
International Underwriters outside the United States in reliance on
Regulation S under the US Securities Act and in the United States to QIBs
under Rule 144A at the Offer Price, as further described in the section
headed “Structure and conditions of the Global Offering” in this Prospectus

56,980,000 New Shares and 601,200,000 Sale Shares being initially offered
at the Offer Price pursuant to the International Placing, together with, where
relevant, any additional Sale Shares pursuant to the exercise of the Over-
allotment Option, subject to reallocation as described in the section headed
“Structure and conditions of the Global Offering” in this Prospectus

the underwriters of the International Placing listed in the section headed
“Underwriting” in this Prospectus

the international underwriting agreement relating to the International
Placing, which is expected to be entered into by, amongst others, the
Selling Shareholder, the Company and the International Underwriters on
or about 10 October 2007
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“Issuing Mandate”

“JPY”

“Latest Practicable Date”

“Listing”

“Listing Date”

“Listing Rules”

“Macao”

“Main Board”

‘GMOP”
“New Share(s)”

“Offer Price”

“Offer Share(s)”

“OPCO(s)”

the general unconditional mandate given to the Directors by the
Shareholders relating to the issue of new Shares, further details of which
are contained in the paragraph headed “Resolutions of the shareholders of
the Company” in Appendix VI to this Prospectus

Japanese Yen, the lawful currency of Japan

28 September 2007, being the latest practicable date prior to the bulk
printing of this Prospectus for the purpose of ascertaining certain
information contained in this Prospectus

the listing of the Shares on the Main Board

the date expected to be on or about 17 October 2007 on which Shares are
listed and from which dealings therein are permitted to commence on the
Stock Exchange

the Rules Governing the Listing of Securities on the Stock Exchange, as
amended, supplemented or otherwise modified from time to time

the Macao Special Administrative Region of the PRC

the stock exchange operated by the Stock Exchange prior to the
establishment of the Growth Enterprise Market of the Stock Exchange,
excluding the option market, and which continues to be operated by the
Stock Exchange in parallel with the Growth Enterprise Market

Macao Pataca, the lawful currency of Macao
180,000,000 new Shares being offered by the Company at the Offer Price

the final offer price per Offer Share (exclusive of brokerage fee of 1%,
SFC transaction levy of 0.004%, and Stock Exchange trading fee of
0.005%) at which Offer Shares are to be subscribed pursuant to the Public
Offer and to be subscribed and/or purchased pursuant to the International
Placing to be determined as described in the section headed “Structure and
conditions of the Global Offering” in this Prospectus

the Public Offer Share(s) (including the Reserved Share(s) and Share(s)
initially available for subscription by full-time employees of the Company
or any of its subsidiaries) and the International Placing Share(s) being
offered at the Offer Price under the Global Offering, together with, where
relevant, any additional Sale Share(s) pursuant to the exercise of the Over-
allotment Option

companies incorporated in the PRC which are wholly-owned by the
Registered Owners, and through which the Group conducts its operations
in the industries that have foreign ownership restrictions as more
particularly set out in the section headed “Business — Contractual
Arrangements” and in the paragraph “Summary of Contractual
Arrangements in respect of Certain PRC Entities within the Group” in
Appendix VI of this Prospectus
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“Over-allotment Option”

“Overseas CP Shareholders”

“Post-IPO Share Option Scheme”

“PRC” or “China” or
“Mainland China”

“Pre-IPO Share Option Scheme”

“Preferential Offer”

“Price Determination Agreement”

“Price Determination Date”

“Public Offer”

“Public Offer Shares”

the option to be granted by the Selling Shareholder to BNP Paribas
pursuant to which the Selling Shareholder may be required to sell up to
an additional aggregate of 117,000,000 Sale Shares (representing 15%
of the Offer Shares initially being offered under the Global Offering) to
cover over-allocations in the International Placing, details of which are
described in the section headed “Structure and conditions of the Global
Offering”

registered holders of CP Shares whose addresses on the register of
members of CITIC Pacific were outside Hong Kong on the Record Date

the share option scheme conditionally approved and adopted by the
Company on 28 September 2007 and by the Shareholders of CITIC Pacific
on 3 October 2007, the principal terms of which are summarised in the
paragraph headed “10. Post-IPO Share Option Scheme” in Appendix VI to
this Prospectus

the People’s Republic of China which, for the purpose of this Prospectus,
excludes Hong Kong, Macao and Taiwan

the share option scheme approved and adopted by the Company on 28
September 2007 and by the Shareholders of CITIC Pacific on 3 October
2007, the principal terms of which are summarised in the paragraph
headed “9. Pre-IPO Share Option Scheme” in Appendix VI to this
Prospectus

the preferential offer to the Qualifying CP Shareholders for subscription
of the Reserved Shares on an assured basis as further described in the
section headed “Structure and conditions of the Global Offering” in this
Prospectus

the agreement to be entered into between the Company, the Selling
Shareholder and the Global Coordinator (for itself and on behalf of the
Underwriters) on or around the Price Determination Date to record the
Offer Price

10 October 2007 or such later date as the Company and the Global
Coordinator (on behalf of the Underwriters) may agree, being the date on
which the Offer Price is determined

the issue and offer of the Public Offer Shares to the public in Hong Kong
for subscription at the Offer Price, subject to and in accordance with the
terms and conditions set out in this Prospectus and the related application
forms

123,020,000 New Shares being initially offered by the Company for
subscription at the Offer Price pursuant to the Public Offer, subject to
reallocation as described in the section headed “Structure and conditions
of the Global Offering” in this Prospectus. The 123,020,000 New Shares
include the 44,900,000 Reserved Shares and the 11,718,000 Shares
initially available for subscription by the Eligible Employees
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“Public Offer Underwriters”

“Public Offer Underwriting
Agreement”

“Qualifying CP Shareholders”

“QIBS”

“Record Date”

“Registered Owners”

“Regulation S”

“Repurchase Mandate”

“Reserved Shares”

“Retained Group”
“RMB” or “Renminbi” or “Yuan”

“Rule 144A”

‘4SGD7’
“SARS”

“Sale Shares”

the underwriters of the Public Offer listed in the section headed
“Underwriting” in this Prospectus

the underwriting agreement dated 3 October 2007 relating to the Public
Offer entered into by, amongst others, the Company and the Public Offer
Underwriters

holders of not less than 25 CP Shares, whose names appeared on the
register of members of CITIC Pacific on the Record Date, other than the
Overseas CP Shareholders subject to compliance with Rule 13.36(2) of
the Listing Rules

qualified institutional buyers as defined in Rule 144A

3 October 2007, being the record date for ascertaining Assured
Entitlements

PRC nationals and/or entities who own OPCOs for the benefits of the
Group by the virtue of the Contractual Arrangements as more particularly
set out in the section headed “Business — Contractual Arrangements” and
in the paragraph “Summary of Contractual Arrangements in respect of
Certain PRC Entities within the Group” in Appendix VI of this Prospectus

Regulation S under the US Securities Act, as amended, supplemented or
otherwise modified from time to time

the general unconditional mandate to repurchase Shares given to the
Directors by the Shareholders, further details of which are contained in
the paragraph headed “Resolutions of the shareholders of the Company”
in Appendix VI to this Prospectus

the 44,900,000 New Shares (representing approximately 5.7% of the Offer
Shares initially available under the Global Offering) offered pursuant to
the Preferential Offer and which are to be allocated out of the Public Offer
Shares being offered under the Public Offer

CITIC Pacific and its subsidiaries (excluding the Group)
Renminbi, the lawful currency of the PRC

Rule 144A under the US Securities Act, as amended, supplemented or
otherwise modified from time to time

Singapore dollars, the lawful currency of Singapore
Severe Acute Respiratory Syndrome

601,200,000 existing Shares being offered for sale by the Selling
Shareholder at the Offer Price under the Global Offering, and to the extent
the Over-allotment Option is exercised, together with up to an aggregate
of 117,000,000 additional Sale Shares to be offered for sale by the Selling
Shareholder pursuant to the exercise of the Over-allotment Option
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“Selling Shareholder”

“SFC”

“SFO”

“Share(s)”

“Shareholders”
“Share Registrar”

“Sims Trading”

“Stock Borrowing Agreement

“Stock Exchange”
“substantial sharcholders”

“Trade payable days”

“Trade receivable days”

“Underwriters”

“Underwriting Agreements”

“UK”
“US” or “United States”
“USDA”

“US$” or “US dollars”
“US Person”

“US Securities Act”

“Wal-Mart China”

CITIC Pacific (acting through its wholly-owned subsidiary Colton Pacific
Limited)

the Securities and Futures Commission of Hong Kong

the Securities and Futures Ordinance (Chapter 571 of the Laws of Hong
Kong), as amended, supplemented or otherwise modified from time to
time

share(s) in the share capital of the Company, with a nominal value of
HK$0.15 each, for which an application has been made for the listing of
and permission to deal on the Stock Exchange

holders of Shares
Tricor Investor Services Limited

Sims Trading Company Limited (15 & R #), formerly known as Sims
Trading Company Limited, a company incorporated in Hong Kong on 26
November 1963 and an indirect wholly-owned subsidiary of the Company

the agreement entered into by the Selling Shareholder with the Global
Coordinator in respect of the borrowing of up to 117,000,000 Shares from
the Selling Shareholder by the Global Coordinator to cover over-allocation

The Stock Exchange of Hong Kong Limited
has the meaning ascribed thereto in the Listing Rules

average of trade payables at beginning and end of year divided by cost of
sales for the year and multiplied by 365 days

average of trade receivables at beginning and end of year divided by sales
and multiplied by 365 days

the International Underwriters and the Public Offer Underwriters

International Underwriting Agreement and Public Offer Underwriting
Agreement

the United Kingdom

the United States of America

United States Department of Agriculture

United States dollars, the lawful currency of the United States of America
has the meaning ascribed to it in Regulation S

United States Securities Act of 1933, as amended

KW (PE) #EA R R Wal-Mart (China) Investment Co., Ltd
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“Wal-Mart JVs”
“Watson Wyatt”
“WTO”
“sq.ft.”
“sq.m.”

“%”

joint ventures between CITIC Pacific and Wal-Mart China
Watson Wyatt Hong Kong Limited, an independent actuary

World Trade Organisation
square feet
square metre

per cent

Unless otherwise specified, statements contained in this Prospectus assume no exercise of the Over-

allotment Option.

If there is any inconsistency between the official Chinese name of the PRC laws and regulations or the
PRC government authorities or the PRC entities mentioned in this Prospectus and their English translation,
the Chinese version shall prevail. English translations of official Chinese names are for identification

purposes only.

All times referred to in this Prospectus in relation to the Global Offering refer to Hong Kong local time.
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GLOSSARY OF TECHNICAL TERMS

This glossary contains explanations of certain terms used in this Prospectus in connection with the
Group and its business. These technical terms and their given meanings may not correspond to their standard
meanings and usages adopted in the industry.

“3PL”

“48S outlet”

“4S outlet operator”
“CAGR”

“Cold Chain Management”

“city dealership or dealership”

“distributorship”

“DIY”
“CIQ”
“ERP”
“FMCG”
“FRT”
“GDP”

“Genuine Parts”

“GPS”

acronym for third party logistics

a manufacturer or supplier authorised automobile outlet which
provides vehicle sales, spare parts, services and conducts customer
surveys ({5 2 f#) for the manufacturer or supplier

a retail business operator of a 4S outlet
acronym for compound annual growth rate

a temperature-controlled supply chain management with an
uninterrupted series of storage and distribution activities which
maintain a given temperature range

an authorised automobile dealer of a particular marque which
sources the motor vehicles from an authorised automobile importer
or distributor, operates a 4S outlet and has an existing franchised
dealership agreement with a particular marque automobile
distributor and is responsible for the retail business of the sale of the
motor vehicles to sell that brand of automobile to end consumers at
a specified location

an authorised automobile distributor of a particular marque which
does not import the automobile directly but has the supply of the
motor vehicles from the automobile manufacturer is responsible for
the distribution and service operations of the motor vehicles in the
specified territory to dealers, city dealers and 4S outlets within the
specified territory, including the right to appoint dealers or city-
dealers for the sale of the motor vehicles to end consumers, and may
sometimes sell the motor vehicles directly to end consumers

acronym for do-it-yourself

acronym for China Inspection and Quarantine
acronym for enterprise resource planning

fast moving consumer goods

motor vehicle first registration tax

acronym for gross domestic product

spare parts distributed as part of the motor vehicle dealerships which
bear the motor vehicle marques

acronym for global positioning system
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“GSE”
“vaa’

“HACCP”

“importorship”

“T>
“national distributorship”
“OE Parts”

“regional distributorship”

“ULD”

acronym for ground support equipment
acronym for gross vehicle weight

acronym for Hazard Analysis and Critical Control Point, which is an
international standard for effective control of food safety based on 7
principles:

. Analysis of food hazards: biological, chemical or physical

. Identification of critical control points: raw materials, storage,
processing, distribution and consumption

. Establishment of critical control limits and preventive
measures: for example, minimum cooking temperature and
time

. Monitoring of these critical control points

. Establishment of corrective actions

. Records keeping

. Systematic and regular auditing of the system in place by
independent third party certification bodies

an authorised automobile importor of a particular marque which
imports the automobiles to the specified territory on behalf of the
automobile manufacturer for supply of the motor vehicles to the
authorised dealers or distributors in the specified territory

acronym for information technology

a distributorship for the whole of the specified country

acronym for original equipment parts

a distributorship for the whole of the specified territory or region

acronym for unit load device
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RISK FACTORS

Potential investors should consider carefully all the information set out in this Prospectus and, in
particular, should consider the following risks and special considerations associated with an investment
in the Company before making any investment decision in relation to the Offer Shares or the Company.
The occurrence of any of the following risks could have a material adverse effect on the business, results
of operation, financial condition and future prospects of the Group and cause the market price of the Offer
Shares to fall significantly.

RISKS RELATING TO THE GROUP AND ITS OPERATIONS

The Group’s future growth relies substantially on the PRC market and may be adversely affected by
changes in the PRC’s economic, political and social conditions

For the three years ended 31 December 2006 and for the six months ended 30 June 2007, approximately
41.7%, 33.4%, 43.1% and 46.0% of the Group’s total turnover respectively was derived from the PRC.
The Group anticipates that the PRC will become the Group’s largest market in the foreseeable future. The
strategy of the Group involves the growth of its operations in the PRC and its such growth also depends on
the business of its customers which is mostly driven by the level of consumer demand. Consumer demand is
affected by changes or developments in economic and financial conditions, and social and political stability,
which are outside the Group’s control. Hence, the Group’s PRC operations and business expansion plans
are subject to not only changes or development in economics and financial conditions, social and political
stability, but also additional risks, such as differences in the legal and regulatory requirements, potentially
adverse tax consequences, fluctuations in currency exchange rates, and differences in legal burdens in
complying with Chinese laws and regulations. Should there be any material adverse change in the political,
economic, legal, regulatory and social conditions in the PRC, the Group’s business and profitability may
be materially and adversely affected and there can be no assurance that the Group will be able to continue
to receive or retain licences or authorisations that may be required for the Group to distribute the products
it currently distributes or provide its services in the PRC. In addition, the Group cannot ensure that it will
be able to anticipate and manage all these risks and other risks associated with its expansion into the PRC
markets, the deployment of human and financial resources in pursuit of such expansion may have a material
and adverse impact on the Group. Please see “Business — Motor vehicle distribution and dealership — PRC;
Business — Food and consumer products — PRC and Business — Logistics — PRC” and “Business —
Competition”.

The PRC economy has historically been a planned economy. The majority of the productive assets
in China are still owned by various levels of the PRC government. In recent years, the government has
implemented economic reform measures emphasising decentralisation, utilisation of market forces in the
development of the economy and a high level of management autonomy. Such economic reform measures
may be inconsistent or ineffectual, and the Group may not benefit from all such reforms. Furthermore, these
measures may be adjusted or modified, possibly resulting in such economic liberalization measures being
applied inconsistently from industry to industry, or across different regions of the country.

In the past twenty years, the PRC has been one of the world’s fastest growing economies measured in
gross domestic product, or GDP. The Group cannot assure that such growth will be sustained in the future.
Moreover, a slowdown in the economies of the United States, the European Union and certain Asian countries
may adversely affect economic growth in the PRC. The Group’s financial condition and results of operation,
as well as the Group’s future prospects, would be materially and adversely affected by an economic downturn
in the PRC.
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Economic growth in the PRC has also historically been accompanied by periods of high inflation. In
response to concerns regarding the PRC’s high rate of growth in industrial production, bank credit, fixed
investment and money supply, the PRC government has taken measures to slow economic growth to a
more manageable level. Among the measures that the PRC government has taken are restrictions on bank
loans in certain sectors. These measures have contributed to a slowdown in economic growth in the PRC,
and a reduction in demand for consumer goods, including automobiles, food and consumer products. These
measures and any additional measures, including an increase in interest rates, if it occurred, could contribute
to a further slowdown in the PRC economy.

In addition, the supermarket and food retail industry in the PRC has been, and is expected to continue,
undergoing a trend of development and consolidation. As the food retail trade continues to consolidate and
the Group’s retail customers grow larger and become more sophisticated, they may demand lower pricing
and increased promotional programs. Furthermore, larger customers may be better able to operate on reduced
inventories and potentially develop or increase their focus on private label products. If the Group fails to
maintain a good relationship with its large retail customers or maintain a wide offering of quality products, or
if the Group lowers its prices or increases promotional support of its products in response to pressure from its
customers and is unable to increase the volume of its products sold, the Group’s profitability could decline.

A loss of distribution rights granted by the Group’s principals or suppliers, or any material disputes
between the Group and its principals may adversely affect the results of operations and financial
condition of the Group

The Group relies on distribution rights granted by motor vehicle principals or consumer product
suppliers for distribution of their products. Most of these dealership or distributorship or supply agreements
are not on an exclusive basis and have an expiry date. Please see “Business — Motor vehicles and related
business — Motor vehicle Distribution and Dealership”, “Business — Food and consumer products — A.
Food segment FMCG” and “Business — Food and consumer products — B. Consumer product segment” for
more information including the expiry dates of the distributorship agreements. These distributorship contracts
are generally of one to three years terms and are subject to termination by the Group or the principal with
prior written notice in accordance with terms mutually agreed upon. Termination of these distribution rights,
both complete or partial termination, for products currently distributed by the Group, could materially and
adversely affect the Group’s business operations and financial performance. Such termination could stem
from, among others, the disagreement on the gap between sales targets and actual achievements, disputes
on advertising and promotion expenses or a change in business strategies. There can be no assurance that its
supplier will not terminate these distribution rights in the future. The Group may also be unable to obtain or
renew these dealership or distributorship or supply agreements on commercially acceptable terms and may
not be able to continue to distribute these products after the expiry date.

In particular, for the Group’s motor vehicle distribution business, it may be possible for the motor
vehicle principals to set up their subsidiaries to carry out importation and distribution directly or to
appoint such other dealers who compete directly with the Group. On 27 August 2007, the Volkswagen
Group terminated the Importer Contract executed in February 1990 with one of the members of the Group
distributing Volkswagen motor vehicles in Hong Kong and Macao, and the Group will be required to cease
all motor distribution business in relation to such brand in Hong Kong and Macao starting from 27 August
2008. Although the Group is currently in discussion with the Volkswagen Group for mutually agreed
transitional arrangements and other forms of cooperation after the termination, including the provision by the
Group of continuous product guaranty or after-sale services for its existing customers in a view to minimize
the adverse impact on the brand and the Group’s motor distribution business relating to the brand, there is
no assurance that the consensus of such arrangement will be reached in time or at all. The failure to reach
such consensus, or the potential loss of customers and business derived from such termination, may have an
adverse affect on the Group’s business operation and results of operation. In addition, for the Group’s motor
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vehicle distribution and dealership business in the PRC, some of the Group’s 4S outlet operators do not enter
into written distribution or dealership agreements with motor vehicle principals or their designated agents
and are distributing motor vehicles based on such motor vehicle principals or their designated agents’ internal
quota allocation systems, and therefore such 4S outlet operators may ecasily lose the supply of motor vehicles
as determined by motor vehicle principals or their designated agents unilaterally.

It is also possible that one of the Group’s principals may suffer financial or other difficulties, adversely
affecting its ability to continue to perform its obligations under the relevant dealership or distributorship
agreements or other contracts with the Company or other members of the Group, which in turn could have
an adverse effect on the business of the Group. In addition, there may be a material dispute between the
Group and a principal or supplier in connection with the performance of a party’s obligations or the scope of
a party’s responsibilities under the relevant dealership or distributorship or supply agreements with its motor
vehicle principals or consumer product supplier.

If any of the above happens, the business and operations of the Group may suffer, and the dealership or
distributorship agreements may even be terminated by mutual consent of the parties, unilaterally or as a result
of a material breach by one of them.

The Group depends on major customers, especially the Group’s logistics business which depends on its
five largest customers in its logistics segment, for a significant portion of its business and the loss of any
of such customers could materially and adversely affect the Group’s business and financial position

A significant portion of the Group’s revenue has been and is expected to continue to be, derived from a
limited number of customers.

For the three years ended 31 December 2006 and the six months ended 30 June 2007:

(a) total turnover attributable to the Group’s five largest customers for its motor vehicle business
accounted for approximately 14.5%, 4.5%, 9.3% and 13.0% of the Group’s total motor vehicle
sales turnover respectively;

(b) total turnover attributable to the Group’s five largest customers for its food and consumer products
business accounted for approximately 8.9%, 10.5%, 10.8% and 11.5% of the Group’s total food
and consumer products sales turnover respectively; and

(c) total turnover attributable to the Group’s five largest customers for its logistics business accounted
for approximately 41.2%, 43.1%, 44.4% and 42.5% of the Group’s total logistics sales turnover
respectively.

Most of these customers are supermarkets and retailers for food, consumer products and logistics
businesses and governmental department and corporations for motor vehicle business. The Group does not
enter into long term contracts with most of these customers. There can be no assurance that the Group’s
major customers will continue to use the Group’s services. In the event that any of these customers cease to
purchase products distributed by the Group or use the services provided by the Group and the Group fails to
replace such customers, the Group’s business and financial position may be materially and adversely affected.

The Group is subject to credit risk in respect of account receivables

The Group provides credit periods to its food business customers which are calculated from the dates
the invoices are issued by the Group to the dates when payment is due from the customers. Such credit
periods generally range from 15 to 90 days depending on the credit status of the customers. Further, the
Group may offer an extended credit term to customers who have good paying records.
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The Group cannot assure that its credit control policies and measures are adequate to protect the Group
against material credit risks and the Group may not always have sufficient information to avoid a bad debt
from a previously reliable customer. The Group may supply products or provide services to customers who
do not provide sufficient deposits, advance payments or bank guarantees for the purchase of the Group’s
products or services. Any delay in the payment by customers may also adversely affect the Group’s operation
and financial position. The Group may have to sustain legal costs in pursuing unsettled invoices, a process
which is time-consuming and may be affected by a variety of factors including any counterclaim from the
non-paying customers. Even if the Group obtains favourable judgments, enforcement of such judgments may
take time and may not always result in full recovery.

The Group may need additional capital in the future which may not be available on acceptable terms

The Group spends a significant amount of cash in its operations, principally to fund the procurement
of the products the Group distributes. The Group’s suppliers, in particular, a majority of the suppliers of
raw meat, poultry, seafood and motor vehicles, typically require payment in full within 7 to 30 days after
delivery, although some of the Group’s suppliers provide it with credit. In turn, the Group typically requires
its customers to make payment in full on delivery, although the Group offers some of its long-standing
customers credit terms.

In addition, the Group may require additional capital in the future to fund its operations, finance
investments in equipment or infrastructure, or respond to competitive pressures or strategic opportunities.
The Group has historically relied on cashflow generated from operations as well as financial support provided
from its ultimate shareholder, CITIC Pacific, to fund its operation, especially for the Group’s business
expansion in the PRC. In addition, the Group leases some of the properties for its business operations from
CITIC Pacific. Upon completion of the Global Offering and the proposed listing of the Company, there can be
no assurance that the historical support from its shareholders will continue or on terms as favourable as those
previously provided. In such circumstances, the Group will rely more on external financing and it cannot be
certain that such financing will be available on terms favourable to it, or at all. Further, the terms of available
financing may place limits on the Group’s financial and operations flexibility. If the Group is unable to obtain
sufficient capital in the future, the Group may face the following risks:

. not being able to continue to meet customers’ demands for the choices of products, service
quality, capacity and competitive pricing;

. not being able to expand its capacity or operations, or acquire complementary businesses;

. not being able to introduce new products or develop new services or otherwise respond
competitively to changing business conditions; and

. being forced to reduce its operations.
Dividend declared and dividend policy immediately prior to Listing not indicative of future dividends

For the three years ended 31 December 2006, the Company declared or paid approximately HK$138.8
million every year. In addition, an interim dividend of approximately HK$900 million was declared and
paid before the Listing Date to its controlling shareholders. In determining the amount of the above interim
dividend, the Directors have taken into account the level of the Group’s retained earnings, the expected
cash flow and the Group’s assets and liabilities and consider that the size of such dividend is approximately
HK$900 million and the size of the Global Offering is approximately HK$5,281.4 million assuming an
Offer Price of HK$5.88 and the full exercise of the Over-allotment Option. HK$800 million of such interim
dividend was financed partly by new bank borrowings comprising two 3-year unsecured term loans and
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four 3-year unsecured revolving credit facilities. This results in an increase in the Group’s net gearing ratio
from approximately 2% to approximately 25% and the interest costs may have an effect on the Group’s
future cashflows and operating profits and hence may affect the Company’s ability to pay dividends to its
shareholders.

Subject to the availability of the Company’s cash and distributable reserves, the Group’s investment
requirements, and the Group’s cashflow and working capital requirements, the Directors currently intend to
declare and recommend dividends which would amount to not less than 30% of the net profit, if any, from
ordinary activities for the first financial year subsequent to the Global Offering. The 2006 dividends and the
above intention do not amount to any guarantee or representation or indication that the Company must or will
declare and pay dividends in such manner in the future or declare and pay any dividend at all. Particulars of
the dividend policy to be adopted by the Group following the Listing are set out in “Financial information —
Dividend, working capital and distributable reserves” of this Prospectus.

There can be no assurance and in fact it is not expected that the amount of dividends declared by the
Company in the future, if any, will be at the level declared and paid by the Company immediately prior to
Listing.

The loss of any key members of the management team may impair the Group’s ability to identify and
secure new contracts with customers or otherwise manage its business effectively

The Group’s success depends on, in part, the continued contributions of its senior management. Most
of them have over 20 years’ experience in the international trading and distribution business with in-depth
knowledge of various aspects of consumer market development. Mr. Hui Ying Bun, the Chairman of the
Company, Mr. Chu Hon Fai, the Deputy Chairman of the Company, and Mr. Yip Moon Tong, the Chief
Executive Officer of the Company, have been appointed by the Board to oversee and supervise the strategic
direction and overall performance of the Group.

The Group relies on its senior management to manage its business successfully. In addition, the
relationships and reputation that members of the Group’s management team have established and maintained
with its customers contribute to the Group’s ability to maintain good customer relations, which is important
to the direct selling strategy that the Group adopts. Employment contracts entered into between the Group
and its senior management cannot prevent its senior management from terminating their employment. Hence,
the resignation of Mr. Hui, Mr. Chu, Mr. Yip or any other member of the Group’s senior management may
impair the Group’s ability to maintain business growth and identify and develop new business opportunities
or otherwise to manage its business effectively.

The Group’s operations are dependent on its IT system and the Group relies on sophisticated billing and
credit control systems, and any problems with these systems could interrupt the Group’s operations

The Group’s integrated-distribution and logistics business cannot be managed effectively without
leveraging on an integrated and regional IT system. Accordingly, the Group runs various “real time” IT
management systems for its motor vehicle, food and consumer products and logistics businesses. These
systems include DCH Motor System for its motor vehicle business, Oracle ERP System for its food and
consumer products business and Sims Logistics System for its logistics business. The Group’s operations are
heavily dependent on its IT system to enable it to manage its sales and services effectively from sales order
taking to the delivery of goods.
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In addition, sophisticated billing and credit control systems are critical to the Group’s ability to increase
revenue streams, avoid revenue loss and potential credit problems, and bill customers in a proper and timely
manner. If adequate billing and credit control systems and programmes are unavailable, or if upgrades are
delayed or not introduced in a timely manner, or if the Group is unable to integrate such systems and software
programmes into its billing and credit systems, the Group may experience delayed billing which may
negatively affect the Group’s cash flow and other aspects of its operations.

In case of a failure of the Group’s data storage/system, the Group may lose mission critical operational
or billing data or important email correspondence with its customers and suppliers. Any mission critical
data stored in the core data centre may be lost if there is a lapse or failure of the disaster recovery system in
backing up these data, or if the periodic offline backup is insufficient in frequency or scope. An interruption
or breakdown in the Group’s IT system may have a material adverse effect on its business, financial
conditions and results of operations due to disruption of its operations.

The Group has not registered some of the intellectual property rights in relation to the products it
distributes and supplies, and any unauthorised use, infringement or misappropriation of such rights by
third parties may adversely affect the Group’s business

The Group has developed a number of trademarks. While under Hong Kong law, copyright arises
without the need of its owner to register his copyright, intellectual property rights such as patents and
trademarks must be registered with the relevant governmental authority in Hong Kong before a person or
entity can become its registered owner, and hence be protected by the relevant intellectual property laws.
While unregistered common law rights may be acquired through use of trademarks (protected under the law
of passing off) in Hong Kong, the registration of trademarks enables the Group to more effectively enforce
its rights against unauthorised use, infringement or misappropriation of such rights. The Group has registered
some but not all of its trademarks. The absence of registration for the intellectual property rights that the
Group may have over its trademarks exposes the Group to the possible unauthorised use, infringement or
misappropriation of its marks. This may result in the revenue-generating intellectual property being used
and developed by third parties for their own business purposes and the Group’s business may therefore be
adversely affected. In China, the registration of trademarks is necessary before the Group can enforce its
trademark registration against third parties. A few of the Group’s trademarks are pending registration in the
PRC and will not be protected until registration is granted.

The Group may not be able to sustain its existing sales margins

The Group purchases the products it distributes from its principals or suppliers. These products include food
commodities including meat, poultry, seafood, rice, edible oils and FMCG products, consumer products including
electrical appliances and cosmetics as well as motor vehicles. The price of the food commodities is subject to
fluctuations which are attributable to a number of factors, such as the price of animal feed, diseases and infections.
Similarly, the Group’s logistics customers, who are mainly sizeable international corporations, may have strong
bargaining power over the price for the Group’s logistics services as quoted by the Group. In addition, the Group’s
competitors and customers may cause the Group to reduce the prices it charges for the products it distributes
and services it renders which could adversely affect its profitability and cash flow. The primary sources of
pricing pressure include:

. competitors offering competing products or services at reduced prices, or bundling and pricing
services in a manner which makes it difficult for the Group to compete;

. customers with a significant volume of transactions may have enhanced leverage in pricing
negotiations with the Group; and
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. if the prices of the Group’s services are too high, potential customers may find it more cost
effective to handle certain functions in-house instead of using the Group’s services.

If the costs of goods sold of the Group’s products increase further or are not adjusted down correspondingly
to market conditions, there is a risk that the Group is required to accept a lower profit margin, due to the competitive
nature of the industry in which the Group operates. The Group is not able to entirely offset these increases by raising
prices of its products to keep market share or lower inventory. Any change in the profit margin not anticipated by the
Group could adversely and materially affect the Group’s business, results of operations and financial condition.

The Group is subject to PRC laws and regulations governing social security funds and housing
accumulation funds and the failure to comply with the relevant laws and regulations may adversely
affect the Group’s business

The Group is subject to PRC laws and regulations governing the relationship with the employees
including the regulations governing L& {4 (social security funds) and i[5 A4 (housing accumulation
funds).

PRC Social Security Funds

Under (kL& & EAS 1746 41) (Interim Regulation on the Collection and Payment of Social
Security Funds), the Group is required to pay various social security funds, namely, basic pension insurance
(FEAFE L), unemployment insurance (JRZE{RFR), basic medical insurance (FEA B ELRER), occupational
injury insurance (LG {RF), and insurance for maternity leave (*E & {-B) for employees to the relevant
administrative authorities.

Any employer who fails to pay insurance for maternity leave may be ordered by the relevant
governmental authorities to make good such payments within a stipulated time limit, and may be liable to
a 0.2% daily fine. Any employer in Yunnan Province who fails to pay unemployment insurance may be
imposed by the relevant governmental authorities a fine of up to RMB20,000. The Group underpaid social
security funds by approximately RMB4,096, RMB40,903, RMB87,045 and RMB47,047 for each of the three
financial years ended 31 December 2006 and the six months ended 30 June 2007 respectively for various
reasons. Total exposure of the Group in penalties accrued to 30 June 2007 in respect of such failure is
estimated as of the Latest Practicable Date to be up to RMB133,364. The Group has not in the past faced any
challenge by any governmental authorities over the outstanding social security funds. However, there can be
no assurance that the relevant governmental authorities will not challenge the outstanding funds and impose a
fine in the future.

The Selling Shareholder, CITIC Pacific, has provided an indemnity in favour of the Group to cover any
losses, damages, claims or penalties that the Group may suffer or incur in relation to the Group’s failure to
pay social security funds as mentioned above.

PRC Housing Accumulation Funds

Under {f¥EARREE PR (Regulation on the Administration of Housing Accumulation Funds), an
employer is obliged to pay its portion of housing accumulation funds and to withhold and pay its employees’
portions to the local administrative authorities. Any employer who fails to register housing accumulation
funds account with the local administrative authorities may be imposed a fine up to RMB50,000. Any
employer who fails to pay such funds may be ordered by the relevant governmental authorities to make good
such payments within a stipulated time limit.
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The Group underpaid housing accumulation funds by approximately RMB291,541, RMB523,974,
RMB&832,221 and RMB614,915 for each of the three financial years ended 31 December 2006 and the six
months ended 30 June 2007 respectively for various reasons. Total exposure of the Group in penalty in respect
of such failure is estimated as of the Latest Practicable Date to be an aggregate amount of RMB140,000 to
RMB700,000. The Group has not in the past faced any challenge by any governmental authorities over the
outstanding housing accumulation funds. However, there can be no assurance that the relevant governmental
authorities will not challenge the outstanding funds and impose a fine in the future.

The Selling Shareholder, CITIC Pacific, has provided an indemnity in favour of the Group to cover any
losses, damages, claims or penalties that the Group may suffer or incur in relation to the Group’s failure to
pay housing accumulation funds as mentioned above.

Please refer to the section headed “Business — Compliance” for further detail.

The Group requires various approvals, licences and permits to operate its business and the loss of
or failure to obtain or renew any or all of these approvals, licences and permits could materially and
adversely affect its business

In accordance with the laws and regulations of Hong Kong, Macao and the PRC, the Group is required
to maintain various approvals, licences and permits in order to operate the Group’s business. See “Industry
overview” for a summary of such licences, approvals or permits. The consumer markets are sensitive to
promulgation of new laws and regulations introducing new requirements for permits and/or licences in
relation to the Group’s various businesses. In addition, companies incorporated in the PRC will be required to
pass an annual inspection conducted by the respective Administration of Industry and Commerce in order to
retain valid business approvals, licence, and for their operations. As the PRC’s legislative system is evolving,
it is also not uncommon for new laws and regulations to be promulgated and put into effect at a short notice.
Failure to comply with these laws and regulations, pass these inspections, or the loss of or failure to renew
its licences and permits or any change in the government policies, could lead to temporary or permanent
suspension of some of the Group’s business operations or the imposition of penalties on the Group, which
could adversely affect the Group’s results of operations and financial condition. A penalty imposed by
relevant governmental authorities in respect of such failure of compliance by 13 relevant PRC subsidiaries is
estimated as of the Latest Practicable Date to be an aggregate amount of RMB670,000 to RMB700,000.

As at the Latest Practicable Date, the Group did not obtain certain approvals, permits and licences
required for the Group’s operations in the PRC. See “Industry overview — Licensing requirements in the
PRC” for more information. The Selling Shareholder, CITIC Pacific, has provided an indemnity in favour of
the Group to cover any losses, damages, claims or penalties that the Group may suffer or incur in relation to
the Group’s failure to obtain the aforementioned approvals, permits and licences.

Failure by the Group’s principals or suppliers to introduce products that are accepted by the market
may cause it to lose market share and fail to gain the anticipated economic benefits of such new
products

The Group’s future success will be largely dependent on the ability of the Group’s motor vehicles,
electrical appliances and cosmetics principals to launch new products or models to suit changing customers’
needs in the Greater China Region and to continually enhance the performance and reliability of its products.
If the products manufactured by the Group’s principals do not receive the anticipated market reception or
there are changing tastes, dietary habits and preferences of customers, changes in market demand and market
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prices of the product, this may, among other things, significantly undermine the Group’s future development
and market share in the industry, and hence materially and adversely affect the Group’s financial condition
and results of operations.

In addition, the launch of a new product requires substantial capital investment and generally higher
initial introductory costs. Therefore, if market acceptance of any of the new products of the principals is
lower than anticipated, the Group may be unable to gain the intended economic benefits of its investments
and/or incur higher production costs or may need to sell the products at lower margins in order to reduce
inventories, as a consequence of which the financial condition and results of operations of the Group may be
adversely affected.

The Company’s ability to pay dividends and utilise cash resources in its subsidiaries is dependent upon
the earnings of, and distributions by, the Company’s subsidiaries, associates and jointly-controlled
enterprises

The Company is essentially a holding company. Substantially all of the Group’s business operations
are conducted through its subsidiaries, associates and jointly-controlled enterprises. The Company’s
ability to make dividend payments depends upon the receipt of dividends, distributions or advances from
its subsidiaries, associates and jointly-controlled enterprises. The ability of its subsidiaries, associates
and jointly-controlled enterprises to pay dividends or other distributions may be subject to their earnings,
financial position, cash requirements and availability, applicable laws and regulations and to restrictions on
making payments to the Company contained in financing or other agreements. These restrictions could reduce
the amount of dividends or other distributions that the Company receives from its subsidiaries, associates
and jointly-controlled enterprises, which could restrict its ability to fund its business operations and to pay
dividends to its sharcholders. The Company’s future declaration of dividends may or may not reflect its
historical declarations of dividends and will be at the absolute discretion of the Board.

The Company’s ability to utilise cash resources that it has from its subsidiaries, associates and jointly-
controlled enterprises to finance the needs of other subsidiaries, associates and jointly-controlled enterprises
is subject to the same restrictions as outlined above.

The Group faces inventory obsolescence risk

The range of products that the Group sells includes perishable food commodities and FMCG products
which have a limited shelf life. These food products require good storage conditions that maintain the quality
of these products. These food products need to be stored under frozen, chilled, air-conditioned and ambient
conditions, depending on the products’ needs. However, as the age of the products increases, it increases
the risk of obsolescence until the expiry date of the products. In situations where the Group purchases the
products from its principals and then distributes such products to wholesalers, retail outlets and food service
industry, the Group faces inventory obsolescence risk since changes in consumers’ tastes and trends may lead
to substantial changes in demand. Overstocking, poor demand or returned goods from customers will create
the conditions resulting in inventory obsolescence. In addition, the models for motor vehicles and electrical
appliances and the cosmetics products distributed by the Group are constantly changing, depending on the
research and development of the principals or manufacturers of these products. Any release of new models
to these products will increase the risk of obsolescence for existing products and models. Accordingly, any
unpredicted and unusual change in consumer demand could adversely affect the Group’s revenue.
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Unexpected business interruptions could adversely affect the Group’s business

The Group’s operations are vulnerable to interruption by fire, floods, earthquakes, electricity outage
and other events beyond its control. Many businesses, particularly in Jiangsu and Zhejiang, are reported to be
experiencing rotating electricity shutdowns and are expecting worse disruptions as warmer weather and the
greater use of air conditioners puts additional strain on electricity demand. In addition, the Group operates in
a labour intensive environment, especially its logistics business, where the smooth operations of its business
depend on sizeable teams of experienced and skilled labour and sales force. Hence, the Group’s business
operations are also vulnerable to interruption by any industrial action or strike by the Group’s labour force
beyond the Group’s control. The Group cannot assure that any such industrial action will not occur in the
future. In addition, the Group does not purchase any business interruption insurance to compensate the Group
for losses that may occur as a result of these kinds of events and any such losses or damages incurred by the
Group could disrupt the Group’s operations and could materially and adversely affect the Group’s results of
operations and financial conditions.

The Group’s business and results of operations may be affected by its chances of securing contracts
awarded by tenders

The Group supplies a substantial part of its products, especially food and FMCG products, to the food
service industry such as food catering providers, hotels and government bodies. Some of these businesses are
awarded to the Group by the Group winning in open tenders. The Group has in the past actively participated
in tender processes to tender for contracts to supply motor vehicles and electrical appliances as well as for the
provision of motor vehicle related services, airport ground support and aviation support services and logistics
services to governmental departments, international corporations, airlines and hotels. These contracts for
supply are usually for a fixed duration and are awarded to the Group only if the Group wins an open tender
which is beyond the Group’s control. As the volumes of sales are usually quite substantial in such contracts
awarded by tender, the Group’s profitability may change substantially depending on whether the Group is
able to secure the award of the open tenders, which are usually awarded on a project basis.

Some examples of the awards of contracts by tenders which the Group was previously involved
include the supply of special purpose vehicles to Hong Kong Government departments for the Hong Kong
International Airport and the Lantau Link projects, the installation of Eaglehard diesel catalysts pursuant to
the “Installation of Particulate Removal Devices for Pre-Euro Diesel Vehicles”, the contract for supply of
food commodities and FMCG products to catering industry of Hong Kong, the contract to supply and install
washing and drying machines, ovens and air conditioners in residential units in Hong Kong and Macao as
well as the contracts for the provision of logistics services to 7-Eleven.

The Group cannot assure the chance of winning these tenders all the time. In addition, some of the
tender customers or those customers who have signed purchase contracts with the Group may not be able to
fulfill the purchase quantities as agreed upfront. This may lead to overstock by the Group which may result
in the Group needing to reduce prices in order to dispose of these stocks or even to write off stocks in some
cases. In any of these events, the Group’s business, results of operations and financial conditions could be
materially and adversely affected.
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Product defects of the principals or suppliers and failure of the principals or suppliers to settle product
liability claims may adversely affect the business and results of operations of the Group

The Group does not manufacture the products it distributes but it sources the supply of these products
from its principals or suppliers. Hence, the Group does not have control over the quality of the products. If
there is any defect in the products distributed by the Group, including but not limited to the motor vehicles,
spare parts, food and consumer products, this may lead to the disruption in supply by the suppliers or
principals or the brand or reputational damage to such principals or suppliers, each of which may result in a
consequential halt in the demand for a particular product or all lines of products provided by such principals
or suppliers, as alternative products are readily available and supplied by other distributors, the Group’s
customers can easily replace the source of supply of these products previously from the Group with another.
For instance, the Group carried out a part replacement scheme for one of its motor vehicle principals for its
motor vehicles sold into the market in the PRC in 2005, which caused a disruption in motor vehicle supply
in that year and had a material adverse effect on the Group’s turnover from motor vehicle sales in the PRC
market since then. Please see “Financial information — Results of operations — Year ended 31 December
2005 compared to year ended 31 December 2004” for more information.

In addition, these products from its principals and suppliers are facing inherent risk of exposure to
personal injury and product liability claims brought by consumers who have suffered personal injuries or
bodily harm as a result of consumption or use of these products distributed by the Group. Personal injury
and product liability claims could be expensive to defend and may result in punitive damages against the
manufacturers of these products. The suppliers of the Group may not have product liability insurance to cover
any potential product liability claims brought by the customers against the suppliers. In addition, the Directors
confirm its suppliers generally do not provide the Group with a contractual indemnity against claims or
losses related to product liability. Even if such indemnity was given, its value would depend highly on the
creditworthiness of the indemnifying party. As the products are not manufactured by the Group, the Directors
believe that the Group’s product liability risks are either uninsurable in Hong Kong and the PRC or cannot
be insured at a commercially acceptable cost relative to the overall cost of sales of the Group. Therefore,
the Group relies on its suppliers to settle such product liability claims with the customers. If the Group’s
suppliers fail to settle any product liability claims, the demand for the affected products may be affected,
which will affect the sales turnover of the affected products. Hence, on the occurrence of any product defects
or any failure by its suppliers to settle product liability claims, the Group’s business, results of operations and
financial conditions will be materially and adversely affected.

Certain lands or buildings where the Group operates its business in the PRC and overseas do not have
proper title or the head lessor’s consent for sub-lease or the Group may fail to, or need to incur further
expenses or time to, secure legal ownership over certain lands or buildings which it owns in the PRC

The Group requires substantial storage facilities to store its inventory for motor vehicles, spare parts,
accessories, food and consumer products. Most of the warehouses or cold storage stores occupied by the
Group are rented or leased by the Group from Independent Third Parties under tenancy or lease agreements.
Depending on market conditions for real estate, landlords or lessors may increase rentals to a rate not
acceptable by the Group and which may lead to the Group not renewing the tenancies or leases upon their
expirations. If these tenancies or leases are terminated and if there are no ready alternative locations of these
warehouses or cold storage stores for the Group to store its products or if the Group is forced to accept the
increased rentals or are not able to relocate to a suitable place, the Group’s business, results of operations and
financial conditions could be materially and adversely affected.
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Some of the lands and/or buildings in the PRC leased and occupied by the Group for its business
operation have one or more of the following title defects:

. 13 parcels of land and building leased from Independent Third Party landlords where the landlords
do not have proper land or building title certificates. These comprise properties leased by the
Group identified as Property Nos. 143, 155, 160, 166, 176-179, 181, 188, 195, 201 and 206 in
Appendix IV to this Prospectus. These properties comprise a total floor area of approximately
9,157m?, representing approximately 1.9% of the total floor area of the properties leased and
owned by the Group;

. 7 parcels of buildings where the Group funded the construction on lands leased from Independent
Third Party landlords and the landlords are in the process of applying for the proper building title
certificates. These comprise properties leased by the Group identified as Property Nos. 153, 154,
158, 168, 170, 208 and 210 in Appendix IV to this Prospectus. These properties comprise a total
floor area of approximately 23,968m?, representing approximately 5.0% of the total floor area of
the properties leased and owned by the Group; and

. 7 parcels of buildings where the Group funded the construction on lands leased from Independent
Third Party landlords and such landlords have not yet provided proper land and building title
certificates. These comprise properties leased by the Group identified as Property Nos. 157, 159,
175, 180, 207, 209 and 211 in Appendix IV to this Prospectus. These properties comprise a total
floor area of approximately 27,530m?, representing approximately 5.8% of the total floor area of
the properties leased and owned by the Group.

The use of the above leased premises may be challenged and the Group may need to relocate its existing
business operations.

The Group may also be unable to secure the ownership over the buildings where construction was
funded by the Group.

Furthermore, if such lands leased to the Group are collectively-owned land and the Group operates its
business on them for non-agricultural uses without special permission, subject to H % A B A Bl + b4 2 ik
(Land Administration Law of the People’s Republic of China), the administrative departments at or above
county level may order the termination of such leases.

In respect of the premises sub-leased to one subsidiary of the Group in Singapore identified as Property
No. 218 in Appendix IV to this Prospectus, the relevant written approval from the head lessor (being the
President of the Republic of Singapore) for such sub-lease has yet to be obtained by the main tenant. In the
absence of such approval, the Collector of Land Revenue of Singapore or any officer authorised by him in
writing on behalf of the lessor may enter upon and take possession of the land and the premises.

In any of the above events, the Group may be required to terminate the existing leases and relocate its

existing business operations. There can be no assurance that the Group can replace the existing leases with
other comparative alternative premises without any material adverse effect on its operations.
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In addition, some of the lands and/or buildings in the PRC owned by the Group for its business
operation have the following title defects:

. the Group has not obtained the proper building certificate for one parcel of land and building
which the Group owns to operate its business. This property is identified as Property No. 16 in
Appendix IV to this Prospectus. This property comprises a floor area of approximately 3,64 1m?,
representing approximately 4.8% of the total floor area of the properties owned and occupied by
the Group; and

. development of three parcels of land held by the Group in the PRC will only commence after
the one year limit as specified in the relevant land grant contracts. These lands are identified as
Property Nos. 11, 12 and 13 in Appendix IV to this Prospectus. These properties comprise a total
site area of approximately 309,674m?>.

The Group may need to incur further expenses in order to rectify the defects or secure legal ownership
over the above-mentioned properties and, in respect of the building where the proper building title certificate
has not been obtained, may not sell, mortgage and lease such properties to any third party until the Group
has obtained the proper building title certificate. The use of the above owned premises may be challenged.
The Group may need to relocate its existing business operations. Under the F2E A A B35k i 5 b 45 L
% (the Law of the People’s Republic of China on Urban Real Estate Administration), if the Group failed to
commence development of the land within the specified time according to the terms of the land grant contract,
the Land Resources Authority may impose a penalty of up to 20% of the land premium when the delay in
development is more than one year from the specified commencement date. If the delay in development is
more than two years from the specified commencement date, the Land Resources Authority may order the
Group to surrender the lands for no consideration and forfeit all the rights granted on the land. The Group
will apply for £k TFEHIEIFFATHE (Construction Planning Permits) and # &% Tt T.7 A 4k (Construction
Building Permit) for the three parcels of land in question. However, penalties may still be imposed by relevant
governmental authorities in respect of delayed development which can be up to 20% of the land premium. On
the basis of the land premium of approximately RMB9.8 million the Group has paid for these three parcels
of land, such penalties can be up to approximately RMB1.96 million. The Group may therefore need to incur
further expenses in order to secure ownership over the land where development has been delayed.

The Selling Shareholder, CITIC Pacific, has provided an indemnity in favour of the Group to cover any
claim, loss or expenses suffered or incurred by the Group arising out of or in connection with these properties
with respect to any defects in title as mentioned above.

Please also see “Business — Properties”.

A certain portion of the Group’s profits attributable to equity shareholders of the Group during the
three financial years ended 31 December 2006 and the six months ended 30 June 2007 was contributed
by revaluation gains on investment properties

For the three financial years ended 31 December 2006 and the six months ended 30 June 2007, the
Group has recorded the net valuation gains on investment properties of HK$57.1 million, HK$77.2 million,
HK$111.7 million, and HK$60.8 million which represented 17.0%, 21.2%, 23.4%, and 20.4%, of the Group’s
profit from operations for the respective periods. These investment properties are land and buildings which
are owned by the Group to earn rental income and/or for capital appreciation. These include land held
for a currently undetermined future use. Investment properties are stated in the balance sheet at fair value
determined based on independent third party appraisal at each balance sheet date. Any gain or loss arising
from a change in fair value or from the retirement or disposal of an investment property is recognised as
profit or loss.
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The Group’s investment properties are revalued by independent professional valuers on a market

value basis at each balance sheet date. Such valuations are based on certain assumptions, which are subject
to uncertainty and might materially differ from actual results. In addition, the volatility of the real property
market would impact the actual results of the Group. Therefore, there can be no assurance that the Group is
able to sustain such gain in the future.

In addition, the Group has included in the Group’s profit forecast for the year ending 31 December 2007

such gains and losses on revaluation of investment properties which involve estimates and assumptions that
may or may not materialise.

RISKS RELATING TO THE INDUSTRIES IN WHICH THE GROUP OPERATES

A.

Risks relating to the motor vehicle industry

Increasing competition, particularly in the PRC motor vehicle market, may have an adverse effect
on the Group’s business growth and results of operations

In Hong Kong, the motor vehicle business is relatively mature compared to the PRC motor vehicle
market, where the motor vehicle principals are competing with each other for limited demand and the
Group’s results of operations may be adversely affected if the motor vehicles it distributes are not
proven to be competitive in the market in terms of quality, delivery time and price. By comparison, in
the PRC motor vehicle market, in addition to the competition among motor vehicle principals that may
affect the Group’s sales turnover or sales margin of motor vehicles, the Group also faces competition
from numerous distributors offering the same brands of motor vehicle, as the market practice in the PRC
allows multiple non-exclusive dealerships distributing the same brand of motor vehicles in the same city
or region as well as competitions from the domestically produced automotive products, including those
produced by joint venture companies in the PRC set up by international automobile manufacturers. A
number of these competitors have been increasing their operations and sales in the PRC in recent years
and many have recently announced that they plan to further expand their production capacities in the
PRC. The Directors believe that increased competition has contributed to price reductions in 2006.
There may also be situations where competitors of the Group or a particular motor vehicle manufacturer
in the PRC reduce prices in order to increase sales to gain market share. Certain competitors may be
able to respond to such price reductions or emerging changes in consumers’ spending trends quicker
than the Group. A number of the Group’s current and potential competitors, such as the motor vehicle
dealers may have greater name recognition or more extensive customer bases than the Group. Increasing
competition could result in fewer customer orders, reduced revenues, reduced sales margins and loss of
market share, any one of which may adversely affect the business of the Group.
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Contractual arrangements in respect of certain companies in the PRC may be subject to challenge
by the relevant governmental authorities and may affect the Group’s investment and control over
these companies and their operations

According to AP EEEIEERB) (Foreign Investment Industries Guidance Catalogue),
which was introduced in 1995 and was later amended in 1997 (the “1995 Catalogue™), general trading,
motor distribution and logistics businesses in which the Group engaged in were classified under the
restricted category. Foreign enterprises were not allowed to wholly own businesses under the restricted
category. As a result, the Group has been conducting its operations in the PRC through various
companies incorporated in the PRC and owned by the PRC individuals under which the Group does not
have direct equity interests but generally has the following rights:

(i)  the right to enjoy the economic benefits of these companies, to exercise management control
over the operations of these companies, and to prevent leakages of assets and values to the
registered owners of these companies; and

(i) the right to acquire, if and when permitted by PRC law, the equity interests in these
companies at nil consideration or for a nominal price.

Pursuant to these Contractual Arrangements, the Group is able to consolidate the financial results
of these companies which are accounted as subsidiaries of the Group under the prevailing accounting
principles.

There can be no assurance that the relevant governmental authority will not challenge the validity
of these Contractual Arrangements or the governmental authorities in the PRC will not promulgate
laws or regulations to invalidate such Contractual Arrangements in the future. In March 2002, the
State Development and Reform Commission and the Ministry of Commerce jointly promulgated a
revised “Foreign Investment Industries Guidance Catalogue” (the “2002 Catalogue™) to replace the
1995 Catalogue. The 2002 Catalogue came into effect on 1 April 2002. In the 2002 Catalogue, general
trading (excluding dealerships) and logistics businesses were added to the encouraged category.
Enterprises falling under this category can be wholly owned by foreign enterprises. The 2002 Catalogue
allows general trading (including distributorship) and motor distribution businesses to be wholly owned
by foreign enterprises by the end of 2006. In November 2004, a newly revised “Foreign Investment
Industries Guidance Catalogue” (the “2004 Catalogue™) was promulgated to replace the 2002 Catalogue.
The 2004 Catalogue came into effect on 1 January 2005 and did not amend the provisions in the 2002
Catalogue in respect of general trading and motor distribution. Therefore, the Group intends to and is
in the process of converting the existing contractual arrangements into direct equity interests owned
by the Group. In 2005, the Group has successfully set up a foreign wholly-owned company, namely,
B RIRHEH SR (H ) A R A (Triangle Motor Sales and Services (China) Co., Ltd.) in the PRC to
conduct motor vehicles retail business in the PRC under CEPA. In the fourth quarter of 2006, the Group
has started conversion in respect of two of its Contractual Arrangements for F WU a5 W H 35 57 & B ik
BABR/A A (Kunming Lianya Toyata Motors Sales and Service Limited) and EH & ERHE 54 RA
A] (Kunming Heyun Motors Trading Limited) under approach on a trial basis. Subject to the successful
conversion of these two trial cases, and the time and cost effectiveness of the conversion under the
WTO approach, the Group expects to implement conversion for other Contractual Arrangements under
the WTO approach. It is expected that the conversion of these two trial cases will be completed by the
end of this year. The PRC legal adviser of the Company, Jingtian & Gongcheng, advised that there is
no foreseeable legal impediment to the conversion of these two Contractual Arrangements and to the
conversion of all other Contractual Arrangements since the applicable foreign investment restrictions
have been lifted (subject to the approval of the relevant authorities in the PRC as mentioned in this
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section of the Prospectus), and conversion of all Contractual Arrangements would not adversely affect
the tax payments and other financial matters of the Company. Due to the various necessary submission
and approval procedures, the conversion for the above-mentioned companies is still in the process. If
before the completion of such conversion, any of these Contractual Arrangements is challenged by the
governmental authorities, or the contracts for such arrangements are breached by the counterparties and
the Group is unable to obtain a judgment to its favour to enforce its contractual rights, or if there is any
change of the PRC laws or regulations to explicitly prohibit such arrangements, the Group may lose
control over, and revenues from, these companies, which will materially affect the Group’s financial
condition and results of operations. Such conversion may include various approvals from governmental
authorities and submissions of related documents (e.g. proper land use rights certificates and/or tenancy
agreements for buildings), therefore there can be no assurance that such approval may be obtained in
due course. Please see “Risk factors — Certain lands or buildings where the Group operates its business
in the PRC and overseas do not have proper title or the head lessor’s consent for sub-lease or the Group
may fail to, or need to incur further expenses or time to, secure legal ownerships over certain lands
or buildings which it owns in the PRC” above in relation to any risks associated with land use rights
certificates and/or tenancy agreements for buildings.

Overcapacity in the PRC automobile market could have a material adverse effect on PRC
automotive importers, dealers and distributors, including the Group

Automobile sales in the PRC have been growing rapidly. It is expected that the construction of
more paved roads and highways in the PRC, together with an increase in the spending power of the
general population, will cause the demand for automobiles in the PRC to grow significantly in the near
future. In order to capture this increasing demand, members of the Group currently intend to pursue
their respective strategic expansion plans that include expanding their imports, pursuing aggressive
promotional campaigns and expanding their marketing networks. However, such potential growth in
the automobile market has also encouraged, and will likely continue to encourage, other automobile
importers, dealers and distributors, including foreign competitors and new domestic automobile
companies, including importers, dealers and distributors as well as manufacturers, to further increase
the imports or expand their production capacities. This has resulted, and may continue to result, in an
excess supply of automobiles in the market.

In addition, the growth of the automobile industry in the PRC is linked to the PRC’s economic
climate. If there is an economic slowdown in the PRC or the imposition of more restrictive credit terms
or higher impact tariff, the demand for automobiles may slow down resulting in further continued over-
supply of automobiles in the market or a further softening in the market demand for automobiles which
could have a material adverse effect on the financial condition and results of operations of automobile
importers, dealers and distributors throughout the PRC, including the Group.

Imposition of fuel economy standards on PRC automotive manufacturers and the proposed
imposition of higher automobile consumption taxes may have a negative effect on the revenues
and profits of PRC automobile importers, dealers and distributors, including the Group

The PRC government approved revised fuel economy standards for new vehicles in September,
2004. These new standards require vehicles which fall into any of the 32 different weight-based classes
to meet certain minimum miles per gallon (“mpg”) fuel economy standards, generally between 19 mpg
and 38 mpg by July 2005, and between 21 mpg and 43 mpg by 2008. As of November 2004, 66% of
automobiles sold in China met the 2005 standards and 35% met the 2008 standards, while only 4%
of SUVs and minivans met the 2005 standard. The new standards may have a substantial impact on
motor vehicle distributors such as the Group, who will have to limit the type of motor vehicles to be
distributed to smaller models to comply with the new standards.
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The PRC government adopted new automobile consumption taxes on 1 April 2006 which
increased the consumption tax rate on passenger cars with cylinder capacity of more than 2.0 litres. In
particular, the tax on passenger cars with a cylinder capacity of more than 2.0 litres and up to 2.5 litres
has been increased by 1%; those with a cylinder capacity of more than 2.5 litres and up to 3.0 litres has
been increased by 4%; those with a cylinder capacity of more than 3.0 litres and up to 4.0 litres has
been increased by 7%; and those with a cylinder capacity of more than 4.0 litres has been increased by
12%. There is no assurance that the automobile consumption tax rate will not be increased further in the
future, which will increase the costs of vehicles with relatively large cylinder capacity. Car importers,
dealers and distributors in the PRC might not be able to successfully pass on the tax increase as higher
prices to customers. Even if such increased costs are added to selling prices, such increase in prices
could result in a decline in vehicles sale. Such an increase in cost of good sold or decline in demand
may have an adverse effect on the revenues and profits of car importers, dealers and distributors in the
PRC, including the Group.

Automobile importers, dealers and distributors in the PRC, including the Group, may expend
considerable resources in order to comply with the Regulations on Recall of Defective Automotive
Products, which took effect in October 2004

In the PRC, the Regulations on Recall of Defective Automotive Products came into effect on 1
October 2004. This regulation requires automotive distributors to assist automobile manufacturers to
undertake service actions or recall campaigns. Any such actions or campaigns may require automotive
distributors to expend considerable resources in detecting and reporting to the regulatory authorities
of any potential design defects, defective component parts or assembly defects in the automobile
products distributed, which could influence purchasing decisions of potential purchasers of the vehicles
distributed by the Group or adversely affect the reputation of the products distributed by the Group,
thereby negatively affecting sales and profitability of the Group. Material failures by automobile
distributors to perform their obligations under such regulations may also subject the distributors to
certain penalties and fines.

Imposition of restrictions on road use and traffic control legislation and regulations in Hong
Kong, Macao and the PRC may have an adverse effect on importers, dealers and distributors of
vehicles, including the Group

Pursuant to Section 23 of the Road Traffic Ordinance (Cap. 374), the Chief Executive in Council
may, by notice in the Gazette, limit the number of vehicles which may at any time be registered by
reference to the total number of vehicles in all classes, a class or description of vehicle or a description
of the conditions subject to which the vehicle licences will be issued, the date of manufacture of
vehicles and the country of origin of the vehicles. In addition, the Hong Kong Government may also
increase the rate of FRT in order to discourage car sales so as to limit the number of vehicle registration.
The Secretary for Development is also empowered under the Road Traffic Ordinance (Cap. 374) to
make regulations for, among others, controlling, regulating and restricting vehicle movements on an
expressway. Any measures taken by Hong Kong Government to limit the number of car registrations,
especially those measures which are likely to lead to an increase in the costs for owning and maintaining
a motor vehicle are likely to affect the sales turnover of motor vehicles for the Group.

In the PRC, pursuant to current legislation and regulations imposed by transport authorities in
some provinces and municipalities, certain restrictions on road use and traffic control regulations apply
to trucks that are over particular weight limits. Such measures include time and segmental restrictions.
These restrictions on road use and traffic control regulations have been implemented in certain large
cities, including, but not limited to, Beijing and Shanghai. These restrictions lead to lesser demand for
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such trucks and hence, sales of certain types of trucks distributed by the Group in those cities, like those
of other commercial vehicle dealers and distributors, will be directly affected by these measures. There
is no assurance that other provincial or municipal governments will not impose similar restrictions.
If such restrictions are imposed, the sale of certain types of products of some automotive importers,
dealers and distributors, including the Group, will be adversely affected. In any of these situations, the
Group’s financial condition and results of operations could be materially and adversely affected.

The proposed introduction of the “three guarantees” policy on vehicles sold in the PRC may have
a negative effect on the revenues and profits of the Group

The PRC government is considering adopting the Regulations on Non-Commercial Passenger
Vehicle Repair, Exchange and Return Responsibilities (commonly referred to as the “three guarantees”
policy) in the near future. The new regulations are designed to make it easier for buyers of vehicles
which are to be used for non-commercial purposes to hold the dealers primarily responsible for quality
defects in motor vehicles, regardless of the contractual allocation of such liabilities between the
manufacturers and dealers. These regulations provide, among other things, that a purchaser can return
a vehicle to the dealers at no cost or, in some circumstances, at a nominal cost, if (i) a major quality
problem occurs within 30 days of the purchase or, (ii) such vehicle has the same quality problem after
five repair attempts or (iii) the aggregate time for all quality-related repairs of such vehicle exceeds 35
days over a specified term (usually two years).

If these regulations are introduced as described above or in a similar form, the costs of compliance
with such regulations and the potential product defect liability, if occurs, could have a material adverse
effect on the Group. Even if the Group passes along such costs to consumers in the form of higher
selling prices, the increase in sales prices could cause a decline in market demand and result in a
material adverse effect on the revenues and profits of the Group.

Any trade or other political disputes between countries may affect the Group’s selection of motor
vehicles to be imported and sales turnover

A majority of the motor vehicles, spare parts and accessories distributed by the Group in Hong
Kong, Macao and the PRC are imported from Japan, Europe and Korea. There may be occasions
when trade or other political disputes or tensions arise between countries of imports and the countries
of exports which are beyond the Group’s control. Depending on the response of society to the
government’s stance to such disputes, the demand for the products imported from the countries which
are subject to the trade disputes may be affected, and hence affect the Group’s selection of the product
as well as the overall sales turnover. There is no assurance that the customers would prefer one brand
over the other or the vehicles made by one country over the other country. In any of such events, this
will cause a decline in the Group’s sales turnover and affect the Group’s financial condition and results
of operations.

Fuel shortages and increases in fuel prices may adversely affect the demand for automobiles

Fuel prices are inherently volatile and have remained high since 2002. Any surge in fuel prices
will have an adverse effect on world economies and, in particular, on the world’s automobile industries.
In the Greater China Region this year, rising global oil prices and rising demand for fuel have led to
fuel shortages in the south. This is due in part to increased automobile ownership as well as government
controls over fuel prices.
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If the PRC central government continues to control the price of domestic refined oil to stabilise
the market and demand for fuel in the Greater China Region continues to increase in line with rising
annual GDP, it is possible that further shortages will occur. If the cost of fuel in the Greater China
Region continues to increase, consumers may elect to use alternative means of transportation, and
demand for automobiles, particularly those with larger engine capacities, may decline.

Risks relating to the food and consumer products industry

The outbreak of animal diseases, including the recent outbreak affecting those in contact with
streptococcus suis-infected pigs in Sichuan, the PRC, or other epidemics could adversely affect the
Group’s operations

An occurrence of serious animal diseases, or any outbreak of other epidemics in the PRC or any
other countries from which the Group imports meat products affecting animals or humans might result
in material disruptions to the Group’s operations, material disruptions to the operations of the Group’s
customers or suppliers, a decline in the supermarket or food retail industry or slowdown in economic
growth in the PRC and surrounding regions, any of which could have a material adverse effect on the
Group’s operations and turnover. Recently, there has been an outbreak of streptococcus suis in pigs,
mainly in Sichuan, the PRC, with a large number of cases of human infection following contact with
diseased pigs. There can be no assurance that the Group’s products will not be affected by an outbreak
of that disease or other similar ones, or that the market for meat products in the PRC will not decline
as a result of fear of disease. In any case, the Group’s business, results of operations and financial
condition would be adversely and materially affected.

The food and consumer products markets in Hong Kong and Macao are highly competitive and
any finding or rumour of tainted food may lead to a halt in the demand of a particular product
offered by the Group

The sale of food products for human consumption involves an inherent risk of injury to consumers.
Such injuries may result from tampering by unauthorised third parties or product contamination or
degeneration, including the presence of foreign contaminants, chemicals, substances, other agents or
residues during the various stages of the procurement and production process. The Group cannot assure
that consumption of the Group’s food products will not cause any health-related illness in the future, or
that the Group will not be subject to claims or lawsuits relating to such matters. In addition, consumers
in the Greater China Region are increasingly conscious of food safety and nutrition. Consumer concerns
about, for example, the safety of pork products, or about the safety of food additives used in processed
meat products could discourage them from buying certain of the Group’s food products and cause the
Group’s results of operations to suffer.

There have been frequent occurrences of counterfeiting and imitation of products in the PRC
in the past. The Group cannot guarantee that counterfeiting or imitation of the Group’s food products
will not occur in the future or that the Group will be able to detect it and deal with it effectively. Any
occurrence of counterfeiting or imitation could impact negatively upon the Group’s corporate and brand
image, particularly if counterfeit or imitation products cause injury or death to consumers. In addition,
counterfeit or imitation products could result in a reduction in the Group’s market share, a loss of
revenues or an increase in its administrative expenses in respect of detection or prosecution.
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In addition, the Directors believe the Group faces competition from a significant number of
companies offering similar food and consumer products as the Group in terms of quality, delivery time
and price in Hong Kong and Macao. If there is any finding or rumour of tainted food, this may lead to a
complete halt in the demand of a particular product offered by the Group. As these products are readily
available and supplied by other distributors, the Group’s customers can easily replace the source of
supply of products previously supplied to them by the Group with those of another supplier.

Even if a product liability claim is unsuccessful or is not fully pursued, the negative publicity
surrounding any assertions that the Group’s food products caused personal injury or illness could
adversely affect the Group’s reputation with customers and the Group’s corporate and brand image. In
line with industry practice, the Group does not maintain product liability insurance. Furthermore, the
Group’s food products could potentially suffer from product tampering, contamination or degeneration
or be mislabeled or otherwise damaged. Under certain circumstances, the Group may be required to
recall these products. Even if a situation does not necessitate a product recall, the Group cannot assure
that product liability claims will not be asserted against the Group as a result. A product liability
judgment against the Group or a product recall could have a material adverse effect on the Group’s
business, financial condition and results of operations.

The processed meat and other food processing industries in the PRC may face increasing
competition from both domestic and foreign companies, as well as increasing industry
consolidation, which may affect the Group’s market share and profit margin

The Group sells its food and consumer products principally to supermarkets, hypermarkets and
large retailers, who in turn sell the products to end consumers. If the sales performance of the Group’s
customers deteriorates, this could adversely affect the turnover of the Group. Furthermore, the Group’s
customers also carry products which directly compete with the Group’s products for retail space and
consumer purchases. There is a risk that the Group’s customers may give higher priority to products of,
or form alliances with, the Group’s competitors. If the Group’s customers do not continue to purchase
its products, or provide its products with similar levels of promotional support, the Group’s sales
performance and brand imaging could be adversely affected.

In addition, the processed meat and other food processing industries in the PRC are highly
competitive. The Group’s processed meat products are targeted at mid to high end consumers, a market
in which the Group faces increasing competition particularly from foreign suppliers. In addition,
the evolving government regulations in relation to the processed meat industry has driven a trend
of consolidation through the industry, with smaller operators unable to meet the increasing costs of
regulatory compliance and therefore at a competitive disadvantage.

The Group cannot assure that its current or potential competitors will not develop products of
a comparable or superior quality to that of the Group, or adapt more quickly than the Group does to
evolving consumer preferences or market trends. In addition, the Group’s competitors in the processed
meat market may merge or form alliances to achieve a scale of operations or sales network which
would make it difficult for the Group to compete. Increased competition may also lead to price wars,
counterfeit products or negative brand advertising, all of which may adversely affect the Group’s market
share and profit margin. The Group cannot assure that the Group will be able to compete effectively
with its current or potential competitors.
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The Group’s business and results of operations are dependent on its suppliers’ ability to supply
and continue to supply food and consumer products as well as the suppliers’ compliance with
labeling or other regulations

The ability of the Group to meet its customer’s demands over the food and consumer products
depends on the ability of its suppliers to supply and continue to supply these food and consumer
products. The Group also relies on the long standing relationships it has with its suppliers to maintain
its product portfolio. Suppliers may be unable to supply or continue to supply the food and consumer
products due to reasons such as the shortage of raw materials, financial difficulties of the suppliers
which affect production or any change in the ownership of the suppliers where the new owners of
the suppliers may decline to supply or even terminate the existing product lines, or to close down the
suppliers’ business altogether or due to the occurrence of unexpected socio-economic conditions beyond
the Group’s control such as strikes, floods or war.

Most of the food and consumer products distributed by the Group are imported from various
overseas countries. Accidents such as theft, erroneous destination, loss of container from vessels into
the sea, or the shipment of incorrect items could happen during the voyage or transportation of these
products from its suppliers’ and/or principals’ warehouses to the Group’s warehouses. These will lead
to product shortage and hamper the Group’s ability to fulfill its customers’ orders as well as to secure
profits. Any of these events could adversely and materially affect the Group’s business, results of
operations and financial condition if there are no ready alternative services of these products.

In addition, some of the food and FMCG products distributed by the Group are subject to food
labeling regulations in Hong Kong and the PRC. The Group’s suppliers are responsible for labeling
these products. However, any oversight by the Group’s suppliers in complying with the labeling or
other regulations in the markets in which the Group intends to sell such products could result in the
Group incurring fines, penalties or other legal obligations. In such circumstances, the Group will
endeavour to recoup the losses incurred from its suppliers. However, as most of the supply contracts
between the Group and its suppliers do not provide any contractual right for the Group to claims of such
losses incurred by its suppliers’ mis-labeling, it is possible that the Group may not be fully compensated
for such losses incurred. In such a situation, the Group’s business, results of operations and financial
conditions could be materially and adversely affected.

The Group’s business and results of operations are dependent on the advertising and promotion
strategies which are partially subsidised by its suppliers

The sales volumes of the Group’s products are influenced by the consumers’ awareness of the
products through advertising and promotion campaign and strategies as set and agreed by the Group
and its principals and/or suppliers. Part of these advertising and promotional expenses are subsidised
by its principals and/or suppliers. The Group’s principals and/or suppliers may reduce the budgets for
advertising and promotional expenses of the products distributed by the Group. Any such change in the
advertising and promotion strategies could lead to a shortfall in sales volume. As a result, the Group’s
business, results of operations and financial conditions could be materially and adversely affected.
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The Group’s profitability may be affected by the cost transfer strategies adopted by its customers

The Group distributes a substantial part of its food and consumer products to large retail chains,
chain food service operators, or other major customers. Due to the bulk purchase of the products from
the Group, these customers may have strong bargaining power over the Group and may sometimes
transfer any increase in their operating costs such as rentals and labour costs by bargaining for a lower
price for the products purchased from the Group, thereby transferring such increase in their operating
costs to the Group. All these could hamper the profitability of the Group and could materially and
adversely affect the Group’s business, results of operations and financial conditions.

The Group may face legal consequences and financial losses for using its principals’ intellectual
property rights which its principals have no rights to grant to the Group

The Group is granted the licence to use certain intellectual property rights such as brands, logos,
packaging designs or other brand-related devices by its principals of FMCG, electrical appliances and
cosmetics products pursuant to distributorship agreements. The right to use such intellectual property
rights is crucial to the Group’s business operations and is dependent on its principals’ ownership of
these intellectual properties. The Group’s principals may unknowingly grant to the Group the right to
use the intellectual property rights without them first having the right to do so. This may result in the
legal owners of the intellectual property rights bringing actions against the Group for unauthorised use,
infringement or misappropriation of these intellectual properties used by the Group, which could lead
to significant financial loss to the Group. As a result, the Group’s business, results of operations and
financial conditions could be materially and adversely affected.

Risks relating to the logistics industry

The Group’s logistics business and operations may be affected by the availability of its
warehousing and storage capacity

One of the critical factors when manufacturers outsource their logistics function to professional
logistics service providers is the storage or space constraints faced by them. Similarly, the Group
requires large warehousing and storage space to conduct its logistics business. Other than the
warehouses in Xinhui, the PRC which are owned by the Group, other warechouses occupied by the
Group in Hong Kong and Macao are rented or leased. Any delay in the transitional arrangements in
finding suitable location to relocate one of these warehouses when the tenancy is due to expire could
result in the loss of business. This could materially and adversely affect the Group’s business, results of
operations and financial condition.

Ability of the Group’s competitors in Macao to secure more space or land to expand its logistics
business could affect the Group’s business and operations

There is generally a shortage of land in Macao. The Group currently has a competitive advantage
in Macao due to the large warehousing space and capacity offered by its existing facilities. Any
expansion of the Group’s business is constrained by the shortage in the warehousing space that the
Group is able to secure. If any the Group’s competitors is able to secure land to expand its logistics
business in the relatively small market in Macao, the Group may lose its competitiveness and business
to its competitors. In such a situation, the Group’s business, results of operations and financial
conditions could be materially and adversely affected.
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Any delay by the Group in completing its land use development plans in Xinhui, the PRC may
affect the Group’s business and operations

The Group’s logistics business is relatively new in Xinhui and it is in the midst of developing and
expanding. The Group has planned to have many value added services conducted at its logistics hub
in Xinhui, the PRC and has invested aggressively in developing this logistics hub facility. The Group
expects the remaining approximately 300,000 square metres in Xinhui, the PRC will be ready for use by
the middle of 2009. The Group’s ability to generate future cash flow from this heavily invested facility
depends on the availability of the Xinhui logistics hub. Any delays in completing the construction
may affect the Group’s ability to generate cash flow. In addition, logistics business is dependent on
the existing infrastructure for access and transportation. In the PRC, there are certain obstacles to
overcome in the inland regions where the infrastructure is less developed and where the Group expects
both challenges and growth opportunities in those regions. If there is any delay in completing the
construction of the facilities in the Xinhui logistics hub or if the Group is not able to overcome obstacles
for lack of infrastructure for access and transportation to the inland regions, the Group’s business,
results of operations and financial condition could be materially and adversely affected.

The Group’s business and results of operations are dependent on the growing global outsourcing
trends

The Group’s business is dependent on its customers outsourcing their marketing and logistics
functions as part of their supply chain management. Over the past decade, a lot of international brand
owners have become increasingly reliant on outsourcing so that they can allocate and focus their
resources on research and development and brand building. There can be no assurance that the trends
in adopting supply-chain outsourcing strategies by global brand owners will continue to grow. If the
growing outsourcing trends should decline, this could materially and adversely impact on the Group’s
business, financial position and results of operations.

Any error in recording stocks kept at the private bonded warehouse in the Xinhui logistics hub
may affect the Group’s business and operations

The Group has a private bonded warehouse in its Xinhui logistics hub where any imported goods
which are meant for re-export that are stored in the private bonded warehouse will not be required to
pay import duties. There can be no assurance that an error in recording the volumes, descriptions and
information in the stocks will not occur. These errors may be viewed negatively by the Xinhui local
government as a tax avoidance measure by the Group and may jeopardise the Group’s relationship
with the Xinhui local government. The Xinhui government may also impose penalties or other legal
obligations on the Group arising from such errors, which could materially and adversely affect the
Group’s business, results of operations and financial condition.

Accidental losses suffered by the Group may not be fully indemnified by its insurers which may
affect its business and results of operations

The logistics business operates in a high risk environment, which is exposed to loss due to theft
and robbery at the warehouses or during transportation, or industrial and occupational accidents due to
the large number of forklifts and containers involved which require manual operation by individuals.
The Group has purchased various insurance policies to cover such risk of losses for its logistics
operations. However, the Group may not be fully indemnified from severe or exceptional accidents not
included in its standard insurance policies. In such an event, such losses will be borne by the Group,
which could materially and adversely impact on the Group’s business, financial position and results of
operation.
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RISKS RELATING TO ECONOMY AND POLITICS

Adverse changes in the PRC’s economic, political, social conditions and government policies could have
a material adverse effect on the overall economic growth of the PRC, which could adversely affect the
results of operations and financial condition of the Group

The economy of the PRC differs from the economies of most developed countries in many aspects,
including:

. structure;

. level of government involvement;
. level of development;

. growth rate;

. control of foreign exchange; and
. allocation of resources.

The PRC economy has been transitioning from a planned economy to a more market-oriented economy.
For the past two decades, the PRC government has implemented economic reform measures emphasising
on utilisation of market forces in the development of the PRC economy. Any adverse changes in the PRC’s
political, economic and social conditions, laws, regulations and policies could materially and adversely effect
the Group’s current or future businesses, results of operations or financial condition.

The state of Hong Kong’s economy and politics may adversely affect the Group’s performance and
financial condition

The Group’s primary facilities and operations are located in Hong Kong. Hong Kong is a special
administrative region of the PRC with its own government and legislature. Under the Basic Law of Hong
Kong, Hong Kong is entitled to a high degree of autonomy granted by the PRC under the principle of “one
country, two systems”. However, there is no assurance that Hong Kong will continue to enjoy its current
level of autonomy from the PRC, and, if it does not, this could have a material adverse effect on the Group’s
business, results of operations and financial condition.

The Hong Kong economy has experienced considerable volatility since the second half of 1997.
Hong Kong’s primary economic sectors, such as real estate, retail and finance, are volatile. It is not certain
whether such growth will be sustained. As the Group’s operations are principally conducted in Hong Kong,
its financial position and the results of its operations are and will be affected by the state of Hong Kong’s
economy, which is subject to many different factors beyond the control of the Group.

In particular, the economy of Hong Kong is significantly affected by developments in the PRC and
elsewhere in the Asia-Pacific region and the United States. The PRC’s economy may experience adverse
economic developments and other regional or local economies may deteriorate further and this would have
an adverse impact on Hong Kong’s economy and hence the Group’s operating results, financial condition,
business and prospects.
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The PRC legal system is continuously evolving and has inherent uncertainties and the legal protections
available to the Company, as shareholder of many subsidiaries in the PRC, may be limited

Some of the Company’s subsidiaries were incorporated under PRC law. As a substantial part of the
Group’s businesses are conducted in the PRC, their operations are governed principally by PRC laws and
regulations. The PRC legal system is based on written statutes, and prior court decisions can only be cited as
reference. Since 1979, the PRC government has promulgated laws and regulations in relation to economic
matters such as foreign investment, corporate organization and governance, commerce, taxation and trade,
with a view to develop a comprehensive system of commercial law. However, due to the fact that these laws
and regulations have not been fully developed, and because of the limited volume of published cases and their
non-binding nature, interpretation of PRC laws and regulations will involve a degree of uncertainty. Hence,
there is an inherent risk that enforcing its rights as a shareholder in the PRC subsidiaries, the Company’s
rights and protection under the PRC legal system may be limited.

Changes in foreign exchange regulations and future movements in the exchange rate of Renminbi may
adversely affect the results of operations and financial condition of the Group and the Group’s ability
to pay dividends

The Group currently records a substantial part of its revenues in the PRC in Renminbi. Conversion
of Renminbi is under strict government regulation in the PRC. Current foreign exchange regulations have
already significantly reduced the government’s foreign exchange control on routine transactions under the
current account, including trade and service related foreign exchange transactions and payment of dividends.
Under the existing foreign exchange regulations in the PRC, following completion of the Global Offering,
the Company’s subsidiaries will be able to pay dividends in foreign currencies without prior approval from
the State Administration of Foreign Exchange, or SAFE, by complying with certain procedural requirements.
However, there is no assurance that these foreign policies regarding payment of dividends in foreign
currencies will continue in the future.

The value of the Renminbi may fluctuate due to a number of factors. Since 1994, the conversion of
Renminbi into foreign currencies, including Hong Kong dollars and US dollars, has been based on the rate
set by the PRC’s central bank, the People’s Bank of China. Since 1994, the official exchange rate for the
conversion of Renminbi to US dollars has generally been stable. As of 21 July 2005, Renminbi would no
longer be pegged to the US dollar but to a basket of currencies. On 21 July 2005, this revaluation resulted
in the Renminbi appreciating against the US dollar and the Hong Kong dollar by approximately 2%.
Although currently the Renminbi exchange rate versus the US dollar is restricted to a rise or fall of no more
than 0.3% per day and the People’s Bank of China regularly intervenes in the foreign exchange market to
prevent significant short-term fluctuations in the exchange rate, the Renminbi may appreciate or depreciate
significantly in value against the US dollar and/or Hong Kong dollar in the medium to long-term. Moreover,
it is possible that in the future, the PRC authorities may lift restrictions on fluctuations in the Renminbi
exchange rate and lessen intervention in the foreign exchange. Therefore, any fluctuation in exchange rate
or any shortage of foreign currency may have an adverse impact on the export business, operating costs and
financial conditions of the Group.

In addition, since the income and profit of some of the members of the Group are denominated in
Renminbi, any decrease in the value of Renminbi would adversely affect the value of, and dividends, if
any, payable on, the shares in the PRC subsidiaries of the Company to the Company in Renminbi. As
the Company’s ability to pay dividends depends on the ability of its subsidiaries to pay dividends to the
Company, any shortage in the dividends the Company receives from its PRC subsidiaries will affect the
Company’s ability to pay dividends to its shareholders. In addition, any increase in the value of the Renminbi
would cause imported products which compete with those of the Group to be relatively less expensive for
Chinese consumers.

—61—



RISK FACTORS

Fluctuation of the US dollar, Japanese Yen, Renminbi, GBP or Euro relative to the Hong Kong dollar
could adversely affect the Group’s financial condition and results of operations

Most of the products distributed by the Group are imported, mainly from Europe, Japan and the
United States of America and such other foreign countries. The costs of such imported products are mainly
denominated in Euro, Japanese Yen, Renminbi, British Pounds Sterling and US dollars. During the period
covering the three financial years ended 31 December 2006 and the six months ended 30 June 2007,
approximately 51.2%, 86.9%, 79.6%, 84.9% of the Group’s total sales, purchases, cash and deposits and
borrowings, respectively, are denominated in currencies other than the Hong Kong dollar. In the past several
years, the values of the Japanese Yen and the Euro have increased against the Hong Kong dollar and the
Renminbi, making the cost of financing and the purchase of the products, raw materials and components
more expensive for the Group. While Hong Kong Government has continued to support a pegged value at
approximately HK$7.75 = US$1.00, there can be no assurance that its policies will remain unchanged. If the
values of other foreign currencies increase, or continue to increase (as the case may be), against the Hong
Kong dollar and the Renminbi in the currency markets, then the cost of financing and the purchase of the
products will become more expensive for the Group, and as a result, the Group’s financial condition and
results of operations may be adversely affected. The Group engages in hedging activities from time to time
to reduce its exposure against foreign currency fluctuations. However, the Company could potentially be
exposed to losses arising from the non-performance of the counterparties to such hedging transactions.

An outbreak of the H5N1 strain of bird flu (Avian Flu), SARS or any other similar epidemics may,
directly or indirectly, adversely affect the Group’s operating results

Recently, certain Asian countries, including the PRC and Hong Kong, have encountered incidents of
Avian Flu. This disease, which is spread through poultry populations, is capable in certain circumstances of
being transmitted to humans and could be fatal. If any of the Group’s employees are identified as a possible
source of spreading Avian Flu or any other similar epidemic, the Group may be required to quarantine the
employees that have been suspected of becoming infected, as well as others that have come into contact with
those employees. The Group may also be required to disinfect its affected food processing centres, which
could cause a temporary suspension of its food processing activities, thus adversely affecting its operations.
In addition, any outbreak of the Avian Flu may result in consumers refraining from eating poultry, which is
one of the main food products distributed by the Group, causing the Group’s sales turnover to be affected,
which in turn affects the Group’s profits. An outbreak of Avian Flu or other similar epidemic, whether inside
or outside Hong Kong and the PRC, could slow down or disrupt imports and exports activities and/or restrict
the level of economic activity generally, which could in turn adversely affect the operations of the Group.

Beginning in early 2003, Hong Kong and certain other regions experienced an outbreak of SARS. A
future outbreak may disrupt the Group’s ability to adequately staff the Group’s business, and may generally
disrupt the Group’s operations. If any of the Group’s employees is suspected to have contracted SARS, the
Group may under certain circumstances be required to quarantine such employees and the affected areas of
the Group’s premises. As a result, the Group may have to temporarily suspend part of or all of the Group’s
operations. Furthermore, any future outbreak may restrict the level of economic activity in affected regions,
including Hong Kong, which may also adversely affect the Group’s business and prospects. As a result, the
Group cannot assure that the recent outbreak and any future outbreak of SARS would not have an adverse
effect on the Group’s financial condition and results of operations.
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RISKS RELATING TO THE GLOBAL OFFERING

There has been no prior public market for the Shares and liquidity and the trading price of the Shares
may be volatile

An active trading market for the Shares may not develop and the trading price of the Shares may
fluctuate significantly. Prior to the Global Offering, there has been no public market for the Shares. The Offer
Price range has been determined through negotiation between the Company and the Global Coordinator (on
behalf of the Underwriters) and the final Offer Price may not be indicative of the price at which the Shares
will be traded following the completion of the Global Offering. In addition, there can be no assurance that
an active trading market for the Shares will develop, or, if it does develop, that it will be sustained following
completion of the Global Offering, or that the market price of the Shares will not decline below the Offer
Price.

The trading price of the Shares may also be subject to significant volatility in response to, among
others, the following factors:

. variations in the Group’s operating results;

. changes in the analysis and recommendations of securities analysts;

. announcements made by the Group or its competitors;

. changes in investors’ perception of the Group and the investment environment generally;
. developments in the motor vehicle, food and consumer products, and logistics industries;
. changes in pricing made by the Group or its competitors;

. the liquidity of the market for the Shares; and
. general economic and other factors.
Unpredictability of the Group’s periodic results may adversely affect the trading price of its Shares

The Group’s revenue and operating results may vary significantly from period to period due to a
number of factors, some of which are outside the Group’s control. Some of these factors include:

. fluctuation in demand for the Group’s services;

. introduction of new or better technologies and services or lower prices by the Group’s
competitors;

. changes in pricing policies, particularly in response to aggressive pricing by the Group’s
competitors;

. the Group’s ability to introduce, develop and deliver products and services that meet customers’

requirements in a timely manner;
. abnormally high marketing expenses associated with new services; and

. general global, regional or local economic conditions, in particular for Hong Kong and China.
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Due to the foregoing factors, the Directors believe that period-to-period comparisons of the Group’s
operating results are not a good indication of its future performance and should not be relied upon. It is likely
that the Group’s operating results in some periods will be below the expectations of public market analysts
and investors. In this event, the trading price of the Shares may decline, perhaps significantly more in
percentage terms than the decline in the Group’s operating results.

Purchasers of the Shares may experience dilution if the Company issues additional Shares in the future

In order to expand its business, the Company may consider offering and issuing new Shares in the
future which may cause dilution in the net tangible asset value per Share and the shareholdings of the then
Shareholders.

Potential dilution effect on shareholdings in the event of exercising of share options

The Company has adopted the Post-IPO Share Option Scheme, particulars of which are summarised
under the paragraph headed “10. Post-IPO Share Option Scheme” in Appendix VI to this Prospectus. The
Company has also adopted Pre-IPO Share Option Scheme, under which options entitling the holder thereof
to subscribe for an aggregate of 18,000,000 Shares have been granted, representing approximately 1% of the
Company’s total issued share capital immediately following completion of the Global Offering. Any exercise
of the options granted under the Pre-IPO Share Option Scheme or options to be granted under Post-IPO Share
Option Scheme will result in a dilution in the earnings per Share and net asset value per Share. Assuming that
all the options granted under the Pre-IPO Share Option Scheme are exercised in full, the forecast combined
profit attributable to equity shareholders of the Company will be decreased by HK$22.3 million based on the
Offer Price of HK$5.22. For details, please refer to the paragraph headed “Profit Forecast for the year ending
31 December 2007” in the “Summary” and “Financial information” sections, respectively of this Prospectus.

Under the HKFRSs, the costs of share options granted under the Pre-IPO Share Option Scheme and the
Post-IPO Share Option Scheme will be charged to the Group’s income statement by reference to the fair value
at the date at which the share options are granted. As a result, the Group’s profitability may be adversely
affected.

Sales of substantial amounts of Shares in the public market may materially and adversely affect the
prevailing market price of the Shares

Immediately upon completion of the Global Offering, CITIC Pacific will indirectly hold 56.6%
(assuming the Over-allotment Option is not exercised) or approximately 50.1% (assuming the Over-allotment
Option is exercised in full) of the Company’s Shares. CITIC Pacific is disposing approximately 43.4%
(assuming the Over-allotment Option is not exercised) or approximately 49.9% (assuming the Over-allotment
Option is exercised in full) of the Company’s Shares which represents a significant portion of the Global
Offering from the existing Shares by CITIC Pacific. The Shares held by CITIC Pacific may be sold in the
public market pursuant to, and subject to the restrictions of the Listing Rules, the securities laws of certain
jurisdictions and contractual lock-up restrictions, details of which are set out in the section headed “Substantial
Shareholders” in this Prospectus. While the Group is not aware of any plans of CITIC Pacific to dispose of
a significant amount of its Shares after completion of the Global Offering, the Group cannot provide any
assurance that CITIC Pacific will not dispose of any of its Shares upon or after expiration of the applicable
lock-up period. Sales of substantial amounts of Shares in the public market, or the perception that these sales
may occur, could materially and adversely affect the prevailing market price of the Shares.
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Forward-looking information included in this Prospectus may not be accurate

This Prospectus contains certain forward-looking statements and information relating to the Group,
that are based on the beliefs of the Group’s management as well as assumptions made by and information
currently available to its management. When used in this Prospectus, the words “anticipate”, “believe”,
“consider”, “could”, “expect”, “going forward”, “intend”, “may”, “plan”, “seek”, “will”, “would”, and similar
expressions, as they relate to the Group management, are intended to identify forward-looking statements.
Such statements reflect the current views of the Group’s management with respect to future events and
are subject to certain risks, uncertainties and assumptions, including the other risk factors described in this
Prospectus. The risks and uncertainties which could affect the accuracy of forward-looking statements

including, but are not limited to, the following:

. future financial position of the Group;

. business prospects of the Group;

. future debt levels and capital needs of the Group;

. strategy, plans, objectives and goals of the Group;

. general economic conditions;

. changes to regulatory and operating conditions in the market in which the Group operates;

. the Group’s ability to reduce costs;

. capital market developments;

. the actions and developments of the Group’s competitors;

. certain statements in the section headed “Financial information” in this Prospectus with respect

to trends in prices, results, volumes, operations, margins, overall market trends, risk management
and exchange rates; and

. other statements in this Prospectus that are not historical fact.

Should one or more of these risks or uncertainties materialise, or should underlying assumptions prove
incorrect, the Group’s financial performance could be materially and adversely affected.

The Group’s controlling shareholder may take actions that conflict with the Group’s public
shareholders’ best interests

On completion of the Global Offering, CITIC Pacific will indirectly hold 56.6% (assuming the Over-
allotment Option is not exercised) or approximately 50.1% (assuming the Over-allotment Option is exercised
in full) of the Company’s Shares.

CITIC Pacific has given a non-compete undertaking in respect of the restricted activities, being the
current business of the Group. However, in circumstances involving a conflict of interest which is not covered
under the non-compete undertaking, given CITIC Pacific is a listed company and has to account to the best
interests of its shareholders, the Group cannot ensure that CITIC Pacific will not act in a manner that would
benefit CITIC Pacific to the detriment of the other Shareholders of the Company.
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In addition, the Group has been granted the right to use the trademark of CITIC Pacific. As such, any
event that may be negative in relation to CITIC Pacific may, through the Group’s association with, or its use
of, CITIC Pacific’s trademark, also adversely affect the Group.

Following the Global Offering, CITIC Pacific’s equity interests in the Group will be reduced. With the
independent operation of the Group from CITIC Pacific and the separate listing, the Group may lose some of
the “marketing and propaganda convenience” which it previously enjoyed as a wholly-owned subsidiary of
CITIC Pacific such as the enormous financial resources supports from CITIC Pacific which is a public listed
company and CITIC Pacific’s vast connections and successful business experiences in the PRC, and be more
delineated from CITIC Pacific.

No guarantee of the accuracy of facts, forecasts and other statistics derived from the official
government publication with respect to the PRC’s economy contained in this Prospectus

Certain facts, forecasts and other statistics in this Prospectus relating to the PRC’s economy have
been derived from various official government publications. The Directors and the Sponsor have exercised
reasonable care in reproducing such facts, forecasts and statistics. However, the quality or reliability of such
source materials cannot be guaranteed. They have not been prepared or independently verified by the Group,
the Sponsor, the Underwriters or any of their respective directors, affiliates or advisers and therefore the
Group makes no representation as to the accuracy of such facts, forecasts and statistics, which may not be
consistent with other information compiled within or outside China. Due to possibly flawed or ineffective
collection methods or discrepancies between published information and market practice and other problems,
the official statistics referred to or contained in this Prospectus may be inaccurate or may not be comparable
to statistics produced for other publications or purposes and should not be relied upon. Furthermore, there is
no assurance that they are stated or compiled on the same basis or with the same degree of accuracy as may
be the case elsewhere.

In all cases, investors should give consideration as to how much weight or importance they should
attach to, or place on, such facts, forecasts or statistics.

Prospective investors should not place any reliance on any information contained in the press coverage
regarding the Group and the Global Offering

Before or after the publication of this Prospectus, there has been or will be press coverage regarding
the Group and the Global Offering containing certain financial information, financial projections and other
information referring to the Group that is not set out in this Prospectus. The Group wishes to emphasise to
prospective investors that neither the Company, the Directors, the Selling Shareholder, the Sponsor, any of
the parties involved in the Global Offering (collectively, the “Relevant Parties”) nor any of the Underwriters
has authorised the disclosure of any such information in the press, and neither such press coverage, nor
any repetition, elaboration or derivative work was prepared by, sourced from, or authorised by the Group,
the Selling Shareholder or any of the Underwriters. Neither the Company, the Selling Shareholder, any of
the Relevant Parties nor any of the Underwriters accepts any responsibility for any such press coverage
or the accuracy or completeness of any such information. The Group makes no representation as to the
appropriateness, accuracy, completeness or reliability of any such information or publication. To the
extent that any such information is not contained in this Prospectus or is inconsistent or conflicts with the
information contained in this Prospectus, the Group disclaims any responsibility and liability whatsoever in
connection therewith or resulting therefrom. Accordingly, prospective investors should not rely on any such
information in making decision as to whether to subscribe for the Offer Shares. Prospective investors should
rely only on the information contained in this Prospectus.
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CONNECTED TRANSACTIONS

Certain members of the Group have entered into and are expected to continue certain transactions,
which will constitute non-exempt continuing connected transactions of the Company under the Listing Rules
upon the Listing. The Company has applied to the Stock Exchange for a waiver from strict compliance
with the requirements regarding the announcements in respect of such non-exempt continuing connected
transactions under Chapter 14A of the Listing Rules. The details of such waivers are set out in the section
headed “Connected transactions” of this Prospectus.

The Stock Exchange has granted a waiver from strict compliance with the applicable requirements
under the Listing Rules as mentioned above and the Company should comply with the annual review
requirements and the reporting requirements under Rules 14A.37 to 14A.41 and Rules 14A.45 to 14A.46 of
the Listing Rules, subject to the respective annual caps for each of the continuing connected transactions.
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DIRECTORS’ RESPONSIBILITY FOR THE CONTENTS OF THIS PROSPECTUS

This Prospectus includes particulars given in compliance with the Companies Ordinance, the Securities
and Futures (Stock Market Listing) Rules of the SFO and the Listing Rules for the purpose of giving
information to the public with regard to the Group. The Directors collectively and individually accept full
responsibility for the accuracy of the information contained in this Prospectus and confirm, having made all
reasonable enquiries, that to the best of their knowledge and belief:

1.  there are no other facts the omission of which would make any statement in this Prospectus
misleading;

2. the information contained in this Prospectus is accurate and complete in all material aspects and is
not misleading; and

3. all opinions expressed in this Prospectus have been arrived at after due and careful consideration
and are founded on bases and assumptions that are fair and reasonable.

FULLY UNDERWRITTEN

The Global Offering comprises the International Placing and the Public Offer. Details of the structure
and conditions of the Global Offering are set out in the section headed “Structure and conditions of the Global
Offering” in this Prospectus. This Prospectus is published in connection with the Global Offering, together
with the related application forms, sets out the terms and conditions of the Global Offering.

The Global Offering is sponsored by BNP Paribas and fully underwritten by the Underwriters.
Information relating to the underwriting arrangements is set out in the section headed “Underwriting” in this
Prospectus.

DETERMINATION OF THE OFFER PRICE

The Offer Shares are being offered at the Offer Price which will be determined by the Global
Coordinator (on behalf of the Underwriters), the Selling Shareholder and the Company at or
about 8:00 a.m., 10 October 2007 (Hong Kong time), or such later time as may be agreed between the Global
Coordinator (on behalf of the Underwriters), the Selling Shareholder and the Company, but in any event no
later than noon, 10 October 2007.

If the Global Coordinator (on behalf of the Underwriters), the Selling Shareholder and the
Company are unable to reach an agreement on the Offer Price at or about 8:00 a.m., 10 October 2007,
or such later time as may be agreed between the Global Coordinator (on behalf of the Underwriters),
the Selling Shareholder and the Company, but in any event no later than noon, 10 October 2007, the
Global Offering will not become unconditional and will lapse.

SELLING RESTRICTIONS

No action has been taken to permit an offering of the Offer Shares or the distribution of this Prospectus
and/or the related application forms in any jurisdiction other than Hong Kong. Accordingly, this Prospectus
may not be used for the purpose of, and does not constitute, an offer or invitation in any jurisdiction or in any
circumstances in which such an offer or invitation is not authorised or to any person to whom it is unlawful to
make such an offer or invitation.
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The Offer Shares are offered to the public in Hong Kong for subscription solely on the basis of the
information contained and the representations made in this Prospectus and the related application forms.
No person is authorised in connection with the Global Offering to give any information or to make any
representation not contained in this Prospectus, and any information or representation not contained in this
Prospectus must not be relied upon as having been authorised by the Selling Shareholder, the Company,
BNP Paribas, the Underwriters, any of their respective directors or any other person involved in the Global
Offering.

Each person acquiring the Offer Shares will be required, and is deemed by his acquisition of the
Offer Shares, to confirm that he is aware of the restrictions on offers of the Offer Shares described in this
Prospectus and that he is not acquiring, and has not been offered any Offer Shares in circumstances that
contravene any such restrictions.

This Prospectus is also being distributed in electronic format on CD ROM to Qualifying CP
Shareholders. The CD ROM may not be reproduced, redistributed or passed on, directly or indirectly, to any
other person or published, in whole or in part, for any purpose. Neither the CD ROM nor any of its contents
is a public offer of securities for sale in any other jurisdictions other than Hong Kong. Neither the CD ROM,
any of its contents, nor any copy of it may be forwarded, distributed or reproduced in any jurisdiction where
such forwarding, distribution or reproduction is not permitted under the laws of that jurisdiction. By accepting
the CD ROM, Qualifying CP Shareholders are deemed to agree to be bound by the foregoing instructions.

The following information is provided for guidance only. Prospective applicants for Offer Shares should
consult their financial advisers and take legal advice, as appropriate, to inform themselves of, and to observe,
all applicable laws and regulations of any relevant jurisdiction. Prospective applicants for the Offer Shares
should inform themselves as to the relevant legal requirements of applying for the Offer Shares and any
applicable exchange control regulations and applicable taxes in the countries of their respective citizenship,
residence or domicile.

Italy

This Prospectus has not been and will not be filed with or approved by the Italian securities market
regulator (Commissione Nazionale per le Societd ¢ la Borsa — the “CONSOB”), pursuant to Legislative
Decree No. 58 of 24 February 1998 (as amended, the “Finance Law”) and to CONSOB Regulation No. 11971
of 14 May 1999 (as amended, the “Issuers Regulation”). Accordingly, this Prospectus or any other document
relating to the Offer Shares may not be distributed, made available or advertised in Italy, nor may the Offer
Shares be offered, purchased, sold, promoted, advertised or delivered, directly or indirectly, to the public
other than (i) to “Professional Investors” (such being the persons and entities as defined pursuant to Article
2(1)(e) of the EU Directive 71/2003, the “Prospectus Directive”, pursuant to Article 100 of the Finance
Law; (ii) to prospective investors where the offer of the Offer Shares is subject to a minimum investment
requirement of EURS50,000 or to a maximum, in Italy, of 100 investors, pursuant to Article 100 of the
Finance Law and Article 33 of the Issuers Regulation; or otherwise in reliance on a total exemption from the
investment solicitation rules pursuant to, and in compliance with the conditions set forth by Article 100 of
the Finance Law or Article 33 of the Issuers Regulation, or by any applicable exemption; and provided that
any such offer, sale, promotion, advertising or delivery of the Offer Shares or distribution of the Prospectus,
or any part thereof, or of any other document or material relating to the Offer Shares in Italy is made: (a) by
investment firms, banks or financial intermediaries enrolled in the special register provided for in Article
107 of the Legislative Decree No. 385 of 1 September 1993 as amended (the “Banking Law Consolidated
Act”), to the extent duly authorised to engage in the placement and/or underwriting of financial instruments
in Italy in accordance with the relevant provisions of the Finance Law and in compliance with the relevant
implementing regulations or (b) by foreign banks or financial institutions (the controlling shareholding

— 69 —



INFORMATION ABOUT THIS PROSPECTUS AND THE GLOBAL OFFERING

of which is owned by one or more banks located in the same EU Member State) authorised to place and
distribute securities in Italy pursuant to Articles 15, 16 and 18 of the Banking Law Consolidated Act; (¢)
in each case in compliance with any relevant limitations or procedural requirements the Bank of Italy or
CONSOB or any other competent authority may impose upon the offer or sale of the Offer Shares.

Singapore

This Prospectus has not been and will not be lodged with and registered by the Monetary Authority
of Singapore (“MAS”) in Singapore as a prospectus under the Securities and Futures Act, Chapter 289 of
Singapore (“SFA”) and the Global Offering is made pursuant to an exemption invoked under Sections 274
and 275 of the SFA. Accordingly, this Prospectus and any other document or material in connection with the
Global Offering may not be issued, circulated or distributed in Singapore, nor may any of the Offer Shares
be offered for subscription or purchase, whether directly or indirectly, nor may any Offer Shares be made
the subject of an invitation or offer for subscription or purchase, whether directly or indirectly, to any person
in Singapore other than (i) to an institutional investor under Section 274 of the Securities and Futures Act,
Chapter 289 of Singapore (the “SFA”), (ii) to a relevant person pursuant to Section 275(1), or any person
pursuant to Section 275(1A), and in accordance with the conditions specified in Section 275 of the SFA, or (iii)
otherwise pursuant to, and in accordance with the conditions of, any other applicable provision of the SFA.

Where Offer Shares are subscribed or purchased under Section 275 by a relevant person which is:

(a) a corporation (which is not an accredited investor (as defined in Section 4A of the SFA) the sole
business of which is to hold investments and the entire share capital of which is owned by one or
more individuals, each of whom is an accredited investor; or

(b) a trust (where the trustee is not an accredited investor) whose sole purpose is to hold investments
and each beneficiary of the trust is an individual who is an accredited investor,

shares, debentures and units of shares and debentures of that corporation or the beneficiaries’ rights and
interest (howsoever described) in that trust shall not be transferred within six months after that corporation or
that trust has acquired the Offer Shares pursuant to an offer made under Section 275 except:

(1) to an institutional investor (for corporations, under Section 274 of the SFA) or to a relevant
person defined in Section 275(2) of the SFA, or to any person pursuant to an offer that is made on
terms that such shares, debentures and units of shares and debentures of that corporation or such
rights and interest in that trust are acquired at a consideration of not less than SGD200,000 (or its
equivalent in a foreign currency) for each transaction, whether such amount is to be paid for in
cash or by exchange of securities or other assets, and further for corporations, in accordance with
the conditions specified in Section 275 of the SFA;

(2) where no consideration is or will be given for the transfer; or

(3) where the transfer is by operation of law.
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The Netherlands

No offer of the Offer Shares has been or will be made to the public in the Netherlands prior to the
publication of a prospectus in relation to the Offer Shares which has been approved by the Dutch Authority
for the Financial Markets (Autoriteit Financiéle Markten) or has been approved by the competent authority in
another member state of the European Economic Area which has implemented the Prospectus Directive and
notified the Dutch Authority for the Financial Markets, except that an offer of the Offer Shares may be made
to the public in the Netherlands at any time:

(a) to legal entities which are authorised or regulated to operate in the financial markets or, if not so
authorised or regulated, whose corporate purpose is solely to invest in securities;

(b) to any legal entity which has two or more of (i) an average of at least 250 employees during the
last financial year; (ii) a total balance sheet of more than Euro 43,000,000 and (iii) an annual net
turnover of more than Euro 50,000,000, as shown in its last annual or consolidated accounts; or

(c) in any other circumstances which do not require the publication of a prospectus pursuant to
Article 3 sub 2 of the Prospectus Directive.

For the purposes of this provision, the expression an “offer of the Offer Shares to the public” in relation
to any Offer Shares in the Netherlands making a sufficiently determined offer to more than one person
to conclude a contract to purchase, or subscribe for or otherwise acquire the Offer Shares, or issuing an
invitation to make an offer on such Offer Shares, and the expression Prospectus Directive means Directive
2003/71/EC and includes any relevant implementing measure in the Netherlands.

If the Offer Shares are offered in the Netherlands upon reliance of Article 3 sub 2(a) of the Prospectus
Directive, then “qualified investors” shall have the meaning of “qualified investor (gekwalificeerde belegger)”
as defined in the Dutch Financial Supervision Act (Wet op het financieel toezicht).

France

The Offer Shares may not be offered or sold, directly or indirectly, and copies of this Prospectus
or other documents or materials relating to the Global Offering may not be distributed or caused to be
distributed, directly or indirectly, in France except to corporate entities having the status of “qualified
investors” (investisseurs qualifiés) and acting for their own account, as defined in, and in accordance with,
Article L.411-2 of the French Code Monétaire et Financier, or otherwise in circumstances which have not
resulted and will not result in a public offering (appel public a I’épargne) in France as defined in Article
L.411-1 of the French Code Monétaire et Financier. In accordance with Article 211-4 of the General
Regulations (Réglement Général) of the French Autorité des Marchés Financiers, such qualified investors
(investisseurs qualifiés) are informed that: (i) neither the Prospectus nor any other offering material in
relation to the Offer Shares has been or will be lodged or registered with the French Autorité des Marchés
Financiers; (i) they must participate in the offering for their own account, in the conditions set out in Articles
D.411-1,D.411-2, D.734-1, D.744-1, D.754-1 and D.764-1 of the French Code Monétaire et Financier; and (iii)
the direct or indirect resale to the public in France of the Offer Shares can only be made in accordance with
Articles L.411-1, L.411-2, L.412-1 and L.621-8 to L.621-8-3 of the French Code Monétaire et Financier.
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INFORMATION ABOUT THIS PROSPECTUS AND THE GLOBAL OFFERING

United Kingdom

This prospectus has not been approved under Section 21 of the Financial Services and Markets Act
2000 (“FSMA”) by a person authorised under the FSMA in the United Kingdom. This prospectus is being
distributed in the United Kingdom only to, and is directed only at, (i) investment professionals, as defined in
Article 19 of the Financial Services and Markets Act 2000 (Financial Promotion Order) 2005 (the “FSMA
Order”), and (ii) persons falling within Article 49 of the FSMA Order (all such persons together being
referred to as “relevant persons”). This prospectus must not be acted on or relied on by persons who are not
relevant persons. Any investment or investment activity to which this prospectus relates is available only to
relevant persons and will be engaged in only with relevant persons. Persons of any description, including
those who do not have professional experience in matters relating to investments should return this document
to the Global Coordinator and take no further action.

The Offer Shares may not be offered or sold in the United Kingdom except to persons who are qualified
investors within the meaning of Section 86 of the FSMA as amended by the Prospectus Regulations 2005 or
otherwise in circumstances which have not resulted and will not result in an offer to the public in the United
Kingdom for the purposes of the FSMA or the Prospectus Regulations 2005.

In addition, no person may issue or pass on to any person in the United Kingdom any documents
received by him in connection with the issue or sale of any Offer Shares or communicate or cause to be
communicated any invitation or inducement to engage in investment activity (within the meaning of Section
21 of the FSMA) in relation to the Offer Shares unless the recipient is a relevant person.

European Economic Area

In relation to each member state of the European Economic Area which has implemented the Prospectus
Directive 2003/71/EC (“Prospectus Directive”) (each a “Relevant Member State”), with effect from and
including the date on which the Prospectus Directive is implemented in that Relevant Member State (the
“Relevant Implementation Date”), the Offer Shares have not been and will not be offered to the public in
that Relevant Member State prior to the publication of a prospectus in relation to the Offer Shares which has
been approved by the competent authority in that Relevant Member State or, where appropriate, approved in
another Relevant Member State and notified to the competent authority in that Relevant Member State, all in
accordance with the Prospectus Directive and any relevant implementing measures in the Relevant Member
State, except for the Offer Shares that have been or will be offered to the public, with effect from and
including the Relevant Implementation Date, in that Relevant Member State at any time: (a) to legal entities
which are authorised or regulated to operate in the financial markets or, if not so authorised or regulated,
whose corporate purpose is solely to invest in securities; (b) to any legal entity which has two or more of
(1) an average of at least 250 employees during the last financial year, (ii) a total balance sheet of more than
Euro 43,000,000 and (iii) an annual net turnover of more than Euro 50,000,000, as shown in its last annual
or combined accounts; or (¢) in any other circumstances which do not require the publication of a prospectus
under article 3 of the Prospectus Directive. The expression “offered to public” in relation to the Offer
Shares in any Relevant Member State means the communication in any form and by any means of sufficient
information on the terms of the offer and the Offer Shares so as to enable an investor to decide to purchase
or subscribe for the Offer Shares, as the same may be varied in that Relevant Member State by any measure
implementing the Prospectus Directive.
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INFORMATION ABOUT THIS PROSPECTUS AND THE GLOBAL OFFERING

Canada

This Prospectus has not been filed with a securities regulatory authority in any province or territory
of Canada. The Offer Shares may not be offered or sold, directly or indirectly, in any province or territory
of Canada or to, or for the benefit of, any resident of any province or territory of Canada except pursuant to
an exemption from the requirement to file a prospectus in the province or territory of Canada in which such
offer or sale is made and only by a dealer duly registered under the applicable securities laws of that province
or territory or in circumstances where an exemption from the applicable registered dealer requirements is
available.

Japan

The Offer Shares which are being offered hereby have not been or will not be registered under the
Securities and Exchange Law of Japan (or the Financial Instruments and Exchange Law) (Law No. 25 of
1948, as amended, the “Exchange Law”). None of the Offer Shares may be offered, re-offered, sold or re-
sold, directly or indirectly, in Japan or to, or for the benefit of, any resident of Japan, except: (i) in compliance
with the registration requirements of the Exchange Law or pursuant to any exemption available from such
registration requirements; and (ii) in compliance with any other applicable requirements of Japanese law,
regulations and ministerial guidelines. Such other applicable requirements may include (a) the reporting or
other regulations under the Foreign Exchange and Foreign Trade Law of Japan (Law No. 228 of 1949, as
amended) and the regulations promulgated thereunder, (b) restrictions on transferability under the Exchange
Law, and (c) regulations of the Japan Securities Dealers Association. As used in this paragraph, a “resident
of Japan” means any individual residing in Japan and business offices in Japan, including any corporation or
other entity established under the laws of Japan.

United States

The Offer Shares have not been and will not be registered under the US Securities Act or with any
securities regulatory authority of any state or territory of the United States and, accordingly, may not
be offered, sold, pledged or transferred within the United States or to, or for the account or benefit of,
US Persons, except to qualified institutional buyers in reliance on the exemption from the registration
requirements provided by Rule 144A and outside the United States pursuant to Regulation S.

The Offer Shares are being offered and sold outside the United States to non-US Persons pursuant to
Regulation S. In addition, until 40 days after the later of the commencement of the Global Offering and the
date of closing of the Global Offering, an offer or sale of the Offer Shares within the United States by any
dealer (whether or not participating in the Global Offering) may violate the registration requirements of the
US Securities Act if such offer or sale is made otherwise than in accordance with Rule 144A or pursuant to
another exemption from, or in a transaction not subject to, such registration requirements. Terms used above
have the meanings set forth in Regulation S.

Neither the US Securities and Exchange Commission nor any state securities commission in the United
States or any other US regulatory authority has approved or disapproved of the Offer Shares or passed
upon or endorsed the merits of the Global Offering or the accuracy or adequacy of this Prospectus. Any
representation to the contrary is a criminal offence in the United States.
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INFORMATION ABOUT THIS PROSPECTUS AND THE GLOBAL OFFERING

PRC

This Prospectus may not be circulated or distributed in the PRC and the Offer Shares may not be
offered or sold directly or indirectly to any resident of the PRC, or offered or sold to any person for re-
offering or re-sale directly or indirectly to any resident of the PRC except pursuant to applicable PRC laws
and regulations.

South Africa

This Prospectus has not been registered as a prospectus in accordance with the Companies Act, 1973
(as amended) of the Republic of South Africa. The offer of the Offer Shares is not an offer to the public in the
Republic of South Africa in that it is made only to existing shareholders of CITIC Pacific in the Republic of
South Africa and it is only capable of acceptance by existing shareholders of CITIC Pacific in the Republic
of South Africa. It is the responsibility of a prospective purchaser who is resident in the Republic of South
Africa to ensure that it has the necessary approvals to acquire any Offer Shares under the Exchange Control
Regulations, 1961 (as amended) promulgated under the Currency and Exchange Act, 1933 (as amended).

United Arab Emirates

This Prospectus is not intended to constitute an offer, sale or delivery of shares or other securities under
the laws of the United Arab Emirates or any free zone situated therein (“UAE”). The Offer Shares have not
been and will not be registered under Federal Law No.4 of 2000 Concerning the Emirates Securities and
Commodities Authority, or with the UAE Central Bank, the Dubai Financial Market, the Dubai International
Financial Exchange, the Dubai Financial Services Authority (“DFSA”), the Abu Dhabi Securities Market or
with any other UAE exchange or regulatory authority.

The Offer Shares have not been approved or licensed by the UAE Central Bank, the Emirates Securities
and Commodities Authority, the DFSA or any other relevant licensing authorities in the UAE, and this
Prospectus do not constitute a public offer of securities in the UAE in accordance with the Commercial
Companies Law, Federal Law No.8 of 1984 (as amended), the Offered Security Rules of the DFSA or
otherwise.

In relation to its use in the UAE, this Prospectus is strictly private and confidential and is being
distributed to a limited number of professional and sophisticated investors only and must not be provided to
any person other than the original recipient, and may not be reproduced or used for any other purpose. The
Offer Shares may not be offered, sold, promoted or advertised, directly or indirectly, to the public in the
UAE.

APPLICATION FOR LISTING ON THE STOCK EXCHANGE

Application has been made to the listing committee of the Stock Exchange for the listing of, and
permission to deal in, the Shares in issue and to be issued as mentioned in this Prospectus (including the
Capitalisation Issue, the Global Offering and the Shares which may fall to be issued on the exercise of
subscription rights attached to options granted under the Pre-IPO Share Option Scheme and Post-IPO Share
Option Scheme).

No part of the share or loan capital of the Company is listed or dealt in on any other stock exchange

and, at present, no such listing or permission to deal is being or is proposed to be sought on any other stock
exchange in the near future.
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INFORMATION ABOUT THIS PROSPECTUS AND THE GLOBAL OFFERING

Under section 44B(1) of the Companies Ordinance, any allotment made in respect of any application
will be invalid if the listing of, and permission to deal in, the Offer Shares on the Stock Exchange is refused
before the expiration of three weeks from the date of the closing of the application lists, or such longer period
(not exceeding six weeks) as may, within the said three weeks, be notified to the Company by the Stock
Exchange.

HONG KONG REGISTER AND STAMP DUTY

The Company’s register of members will be maintained by the Company’s Share Registrar in Hong
Kong. All Shares issued pursuant to applications made in the Public Offer and the International Placing will
be registered on the Company register of members to be maintained in Hong Kong.

Dealings in the Shares registered in the register of the Company in Hong Kong will be subject to Hong
Kong stamp duty.

Unless determined otherwise by the Company, dividends payable in Hong Kong dollars in respect
of Shares will be paid to the Shareholders on the share register of the Company, by ordinary post, at the
Shareholders’ risk, to the registered address of each Shareholder.

PROFESSIONAL TAX ADVICE RECOMMENDED

Applicants for the Offer Shares are recommended to consult their professional advisers if they are in
any doubt as to the taxation implications of holding and dealing in the Shares. It is emphasised that none of
the Selling Shareholder, the Company, the Underwriters, the Sponsor, any of their respective directors, agents
or advisers or any other person involved in the Global Offering accepts responsibility for any tax effects or
liabilities of holders of Shares resulting from the subscription, purchase, holding or disposal of Shares.

STABILISATION AND OVER-ALLOTMENT OPTION

In connection with the Global Offering, BNP Paribas or any person acting for it may over-allot or effect
transactions with a view to stablising or maintaining the market price of the Shares at a level higher than that
which might otherwise prevail for a limited period after the Listing Date. However, there is no obligation on
BNP Paribas or any person acting for it to do this. Such stabilisation action, if taken, may be discontinued at
any time, and is required to be brought to an end after a limited period.

In connection with the Global Offering, the Selling Shareholder has granted to BNP Paribas the
Over-allotment Option, which will be exercisable in full or in part by BNP Paribas no later than 30 days
from the last day for lodging applications under the Public Offer. Pursuant to the Over-allotment Option,
the Selling Shareholder may be required to sell at the Offer Price up to an additional 117,000,000 Sale
Shares, representing 15% of the total number of Offer Shares initially available under the Global Offering, in
connection with over-allocations in the International Placing, if any.

Further details with respect to stabilisation and the Over-allotment Option are set out in the section

headed “Structure and conditions of the Global Offering — Over-allotment Option and stabilisation” in this
Prospectus.
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PROCEDURE FOR APPLICATION FOR THE PUBLIC OFFER SHARES

The procedure for applying for the Public Offer Shares is set out under the section headed “How to
apply for Public Offer Shares and Reserved Shares” in this Prospectus and on the relevant application forms.

ROUNDING
Any discrepancies in any table between totals and sums of amounts listed herein are due to rounding.
STRUCTURE OF THE GLOBAL OFFERING

Details of the structure of the Global Offering, including its conditions, are set out under the section
headed “Structure and conditions of the Global Offering” of this Prospectus.

SHARES WILL BE ELIGIBLE FOR ADMISSION INTO CCASS

Subject to the granting of the listing of, and permission to deal in, the Shares on the Stock Exchange
and compliance with the stock admission requirements of HKSCC, the Shares will be accepted as eligible
securities by HKSCC for deposit, clearance and settlement in CCASS with effect from the date of
commencement of dealings in the Shares on the Stock Exchange or on any other date HKSCC chooses.
Settlement of transactions between participants of the Stock Exchange is required to take place in CCASS on
the second business day after any trading day. All activities under CCASS are subject to the General Rules
of CCASS and CCASS Operational Procedures in effect from time to time. All necessary arrangements have
been made for the Shares to be admitted into CCASS. Investors should seek the advice of their stockbroker or
other professional adviser for details of those settlement arrangements and how such arrangements will affect
their rights and interests.

COMMENCEMENT OF DEALINGS IN THE SHARES

Dealings in the Shares on the Stock Exchange are expected to commence on or about 17 October 2007,
Shares will be traded in board lots of 1,000 Shares each.
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DIRECTORS AND PARTIES INVOLVED IN THE GLOBAL OFFERING

EXECUTIVE DIRECTORS

Name Residential Address Nationality

Hui Ying Bun House No. 10, Route Twisk Villa Chinese
99, Route Twisk, Tsuen Wan
New Territories, Hong Kong

Chu Hon Fai Flat A, 7th Floor Chinese
Jolly Villa
No. 8 Tai Hang Road
Causeway Bay, Hong Kong

Yip Moon Tong 4A, Wylie Court, Block D Chinese
19 Wylie Path
Kowloon, Hong Kong

Mak Kwing Tim Flat B, 32/F, Block 7 Chinese
Island Harbourview
Kowloon, Hong Kong

Lau Sei Keung Tower One, Flat A, 27/F Chinese
Illumination Terrace
5-7, Tai Hang Road
Hong Kong

Tsoi Tai Kwan, Arthur Flat 501B, Villa Rocha Chinese
10 Broadwood Road
Happy Valley, Hong Kong

Glenn Robert Sturrock Smith 83 Royal Castle British
Pik Sha Road
Lot 1622 DD 243
Clear Water Bay Road
Sai Kung District
Hong Kong

Chan Kin Man, Andrew Flat A, 1/F Chinese
Parc Oasis, Tower 31
25 Grandeur Road
Kowloon, Hong Kong
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NON-EXECUTIVE DIRECTORS

Name Residential Address Nationality

Ho Hau Hay, Hamilton 24-1B Clovelly Court Chinese
12 May Road
Hong Kong

Chau Chi Yin 9 Shan Yin Road, The Paragon Chinese
Blk 7, 2/F Duplex D & Roof
Tai Po
New Territories, Hong Kong

Chan Chui Sheung, Stella 27E, Block 2 Chinese
Well On Garden
Tseung Kwan O
Kowloon, Hong Kong

Kwok Man Leung Flat B, 11/F., Block 8 Chinese
Island Harbourview
Kowloon, Hong Kong

INDEPENDENT NON-EXECUTIVE DIRECTORS

Name Residential Address Nationality
Cheung Kin Piu, Valiant No. 2 Conduit Road Chinese
14A Yukon Court
Hong Kong
Hsu Hsung, Adolf Flat A, 23rd Floor Chinese
52 Lyttelton Road
Hong Kong
Yeung Yue Man 32D, Block 8 Chinese

Royal Ascot, Shatin
New Territories, Hong Kong
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DIRECTORS AND PARTIES INVOLVED IN THE GLOBAL OFFERING

Global Coordinator, Bookrunner,
Lead Manager and Sponsor

International Underwriters

BNP Paribas Capital (Asia Pacific) Limited
59th—63rd Floor, Two International Finance Centre
8 Finance Street

Central

Hong Kong

BNP Paribas Capital (Asia Pacific) Limited
59th—63rd Floor, Two International Finance Centre
8 Finance Street

Central

Hong Kong

CITIC Securities Corporate Finance (HK) Limited
26/F, CITIC Tower

1 Tim Mei Avenue

Central

Hong Kong

Daiwa Securities SMBC Hong Kong Limited
Level 26

One Pacific Place

88 Queensway

Hong Kong

China International Capital Corporation (Hong Kong)
Limited

Suite 2307, 23rd Floor

One International Finance Centre

1 Harbour View Street

Central

Hong Kong

DBS Asia Capital Limited
22nd Floor, The Center
99 Queen’s Road Central
Hong Kong

Guotai Junan Securities (Hong Kong) Limited
27th Floor, Low Block

Grand Millennium Plaza

181 Queen’s Road Central

Hong Kong

Shenyin Wanguo Capital (H.K.) Limited
28th Floor, Citibank Tower

Citibank Plaza

3 Garden Road

Central

Hong Kong

Taifook Securities Company Limited
25/F, New World Tower

16-18 Queen’s Road Central

Hong Kong
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Public Offer Underwriters

BNP Paribas Capital (Asia Pacific) Limited
59th—63rd Floor, Two International Finance Centre
8 Finance Street

Central

Hong Kong

CITIC Securities Corporate Finance (HK) Limited
26/F, CITIC Tower

1 Tim Mei Avenue

Central

Hong Kong

Daiwa Securities SMBC Hong Kong Limited
Level 26

One Pacific Place

88 Queensway

Hong Kong

China International Capital Corporation (Hong Kong)
Limited

Suite 2307, 23rd Floor

One International Finance Centre

1 Harbour View Street

Central

Hong Kong

DBS Asia Capital Limited
22nd Floor, The Center
99 Queen’s Road Central
Hong Kong

Guotai Junan Securities (Hong Kong) Limited
27th Floor, Low Block

Grand Millennium Plaza

181 Queen’s Road Central

Hong Kong

Shenyin Wanguo Capital (H.K.) Limited
28th Floor, Citibank Tower

Citibank Plaza

3 Garden Road

Central

Hong Kong

Taifook Securities Company Limited
25/F, New World Tower

16-18 Queen’s Road Central

Hong Kong

— 80 —



DIRECTORS AND PARTIES INVOLVED IN THE GLOBAL OFFERING

Legal advisers to the Company

Legal advisers to the Sponsor
and the Underwriters

Auditors and reporting accountants

Property valuer

As to Hong Kong law:

Johnson Stokes & Master
16th—19th Floors, Prince’s Building
10 Chater Road

Central

Hong Kong

As to PRC law:

Jingtian & Gongcheng
15th Floor Union Plaza

20 Chaoyangmenwai Dajie
Beijing 100020, China

As to Hong Kong law:
Richards Butler

20th Floor, Alexandra House
1620 Chater Road

Hong Kong

As to US law:

Weil, Gotshal & Manges LLP
38/F, Tower 2 Plaza 66

1366 Nanjing Road (W)
Shanghai 200040, China

KPMG

8th Floor, Prince’s Building
10 Chater Road

Central

Hong Kong

Knight Frank Petty Limited
4th Floor, Shui On Centre
6—8 Harbour Road
Wanchai

Hong Kong
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DIRECTORS AND PARTIES INVOLVED IN THE GLOBAL OFFERING

Receiving bankers

Bank of China (Hong Kong) Limited
1 Garden Road
Hong Kong

Hang Seng Bank Limited
83 Des Voeux Road
Central

Hong Kong

Industrial and Commercial Bank of China (Asia) Limited
33rd Floor

ICBC Tower

3 Garden Road

Central

Hong Kong

The Bank of East Asia, Limited
10 Des Voeux Road

Central

Hong Kong
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CORPORATE INFORMATION

Registered office 8th Floor, DCH Building
20 Kai Cheung Road
Kowloon Bay
Hong Kong
Company’s website www.dch.com.hk (information contained in this

website does not form part of this Prospectus)

Company secretary Tso Mun Wai (ACIS, MA)
Qualified accountant Chan Kin Man, Andrew (FCPA, FCMA)
Compliance adviser BNP Paribas Capital (Asia Pacific) Limited
Authorised representatives Chan Kin Man, Andrew

Flat A, 1/F

Parc Oasis, Tower 31
25 Grandeur Road
Kowloon

Hong Kong

Tso Mun Wai

18 A, Block 7

1 King’s Park Rise
Kowloon

Hong Kong

Audit committee Cheung Kin Piu, Valiant (Chairman)
Hsu Hsung, Adolf
Yeung Yue Man

Remuneration committee Hsu Hsung, Adolf (Chairman)
Cheung Kin Piu, Valiant
Yeung Yue Man

Principal bankers BNP Paribas Hong Kong Branch
63rd Floor, Two International Finance Centre
8 Finance Street
Central
Hong Kong

Bank of Communications Co., Ltd. Hong Kong Branch
20 Pedder Street

Central

Hong Kong

Bank of China (Hong Kong) Limited
1 Garden Road
Hong Kong
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CORPORATE INFORMATION

Share registrar and transfer
office in Hong Kong

Bank of East Asia, Limited
10 Des Voeux Road
Central

Hong Kong

Hang Seng Bank Limited
83 Des Voeux Road
Central

Hong Kong

Mizuho Corporate Bank, Ltd.
17F II Pacific Place

88 Queensway

Hong Kong

Standard Chartered Bank (Hong Kong) Limited
4-4A Des Voeux Road Central
Hong Kong

The Bank of Tokyo-Mitsubishi UFJ, Ltd.
8th Floor, AIG Tower, 1 Connaught Road
Central

Hong Kong

The Hongkong and Shanghai Banking Corporation Limited
1 Queen’s Road

Central

Hong Kong

Tricor Investor Services Limited
26th Floor Tesbury Centre

28 Queen’s Road East

Wanchai, Hong Kong
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INDUSTRY OVERVIEW

Certain facts, statistics and data presented in this section and elsewhere in this Prospectus have
been derived, in part, from various government or official sources. Whilst the Directors have taken all
reasonable care to ensure that the relevant official facts and statistics are accurately reproduced from
these sources, such facts and statistics have not been independently verified by the Company, the Sponsor,
the Underwriters, their respective affiliates, directors and advisers or any other parties involved in the
Global Offering. The Company, the Sponsor, the Underwriters, their respective directors and advisers
or any other parties involved in the Global Offering make no representation as to the accuracy or
completeness of such information, which may not be consistent with other information available and may
not be accurate and should not be unduly relied upon.

GDP GROWTH AND CONSUMPTION IN THE PRC
Strong Economic Growth

In recent years, China has emerged as one of the fastest growing economies in the world. With a record-
breaking nominal GDP of RMB20.9 trillion in 2006, China has managed to maintain a double-digit GDP
growth for the 4th consecutive year. China’s economy has grown at an annualised rate of 11.1% in the first
three months of 2007.

China’s GDP Growth Rate (1997-2006)
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Source: National Bureau of Statistics of China

A wealthier population and higher living standards are the results of this booming economy. Data from
the National Bureau of Statistics of China shows that the compound annual growth rate of China’s GDP
has been rising since 1999. From 2000 and onwards, China’s GDP has been growing at over 8% per year,
implying a rapid increase in the consumption power of the nation.
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GDP Per Capita of China (1997-2006)

RMB
25,000

20,000

15,000

10,000

5,000

1997 1998 1999 2000 2001 2002 2003 2004 2005 2006

B GDP per Capita

Source: National Bureau of Statistics of China
Urbanisation and Enhanced Purchasing Power

Urbanisation in China, as measured by dividing the urban population by the total population, has grown
rapidly from 31.9% in 1997 to 43.9% in 2006. The chart below illustrates urban and rural population trends in
China from 1997 to 2006.

Urban and Rural Population in China (1997-2006)
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According to the National Bureau of Statistics of China, the per capita annual consumption expenditure
by China’s urban household was approximately RMB4,998 in 2000. This figure had risen to approximately
RMB7,943 in 2005, representing a significant increase in consumption expenditure by urban households at a
CAGR of approximately 19.7%.

Per Capita Annual Consumption Expenditure of Urban Households
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Source: National Bureau of Statistics of China

A similar trend is seen in China’s retail sales figures. The increase in the purchasing power of the PRC’s
urban residents has resulted in a surge in retail sales of consumer goods. According to the National Bureau
of Statistics of China, total retail sales of consumer goods in China increased from approximately RMB4,306
billion in 2001 to approximately RMB7,641 billion in 2006. With the strong economic growth and the launch
of the 2008 Olympic Games in Beijing, the Group expects a similar level of growth in retail sales in China for
the foreseeable future.
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China Retail Sales of Consumer Goods (1997-2006)
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Overview of the Global Automotive Market

There are generally 4 main categories of motor vehicles: passenger vehicles, light commercial vehicles,
heavy trucks and buses, among which passenger vehicles account for most of the global motor vehicle
production.

Global Motor Vehicle Production by Type in 2006

unit produced

Rank Car types in 2006 % accounted for
(million)

1 Passenger Vehicles 49.9 72.3%

2 Light Commercial Vehicles 15.5 22.4%

3 Heavy Trucks 3.2 4.6%

4 Buses 0.5 0.7%

Total: 69.1 100.0%

Source: International Organization of Motor Vehicle Manufacturers

Motor vehicle manufacturing in China has become more significant in recent years and continues to
grow rapidly over the last decade when compared with other major vehicle manufacturing countries. China
accounted for 10.4% of the total global vehicle production in 2006 as compared to 5.6% in 2002. In addition,
in 2006, China overtook Germany and Japan in motor vehicle sales, making it the second largest motor
vehicle market in the world, behind only the US.
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Motor vehicle sales in China has grown rapidly since its accession to the WTO, offering an immense
opportunity to automotive players. As a long term perspective, rising income levels, an increasing rate of
urbanisation, and more sophisticated infrastructure development would drive growth in China’s automotive
market.

The Global Automotive Aftermarket

The automotive aftermarket can generally be divided into 4 segments: (i) the passenger car, light,
medium and heavy duty truck segment; (ii) the paint, body and equipment segment; (iii) the automotive
warehouse distribution segment; and (iv) the tool and equipment segment. Each of these segments supplies
original equipment parts produced by motor vehicle manufacturers as well as non-original equipment parts
produced by independent suppliers. The range of products available in the automotive aftermarket includes
mechanical products, electrical products, electronic products, exterior and structural products, motor oil,
fluids and additives, and appearance chemicals.

The global automotive aftermarket as a whole is growing. According to Datamonitor, a market research
firm, the global automotive aftermarket grew 4.2% in 2006, reaching US$3,321.1 billion. The CAGR was 3.6%
for the period 2002-2006.

Value of the Global Automotive Aftermarket
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Source: Datamonitor, “Global Automotive Retail Industry Profile”, March 2007. This report is based on a combination of
primary research, including online, face-to-face and telephone interviews with consumer and industry players, and
secondary research from International Organization of Motor Vehicle Manufacturers, Automotive Aftermarket Industry

Association, and other various sources (including trade associations, news providers and others).
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From Upstream to Downstream: The Concept of 4S Outlets

In addition to motor vehicle manufacturing (which is an upstream function in relation to motor vehicle
sales), the automotive industry is increasingly focusing on downstream profit opportunities; these include
supplying after sales services and spare parts. One avenue is through the development and establishment, in
industry jargon, of “4S outlets” from or instead of “3S outlets”.

Typically, 3S outlets provide the following products and services: (i) Sales (i.e. motor vehicle sales); (ii)
Services; and (iii) Spare parts. In addition to those products and services, 4S outlets also conduct Surveys and
solicit customer feedback. 4S outlets also possess the following distinguishing characteristics:

. Each 48 outlet is dedicated to and serves only one brand of motor vehicles.

. Each 4S outlet is certified by the relevant motor vehicle manufacturer and is required to comply
with strict technical specifications and facilities requirements.

. Each 4S outlet is required to procure vehicles and parts from manufacturer, and manufacturer will
provide training and technical support to 4S outlets.

Thus with 4S outlets, motor vehicle manufacturers can: (i) distribute genuine spare parts to end-users
directly without allowing unauthorised dealers and repair shops to profit from this value chain (consumers
generally feel more comfortable purchasing motor vehicles and spare parts from 4S outlets); (ii) have better
control over the aftermarket for their products; and (iii) ensure a consistent brand service.

Overview of the Automotive Market in Hong Kong

Statistics from the Transport Department of Hong Kong show that the automobile market experienced
a sharp decline in 2003 due to the outbreak of SARS and a change in the First Registration Tax computation
in Hong Kong. Motor vehicle sales rebounded in 2004 and have since remained steady at around 30,000 units
per year in recent years.

Hong Kong Brand New Vehicle Registration

2002 2003 2004 2005 2006
(Units) (Units) (Units) (Units) (Units)
Private Cars 27,692 21,345 25,598 24,372 24,497
Taxis 2,665 1,511 587 451 389
Buses 1,103 871 722 647 671
Light Buses 428 529 937 1,232 157
Goods Vehicles 5,362 4,500 6,042 6,501 6,762
Special Purpose
Vehicles 160 103 107 159 85
Government Vehicles 709 403 409 378 380
Total 38,119 29,262 34,402 33,740 32,941

Source: Monthly Traffic and Transport Digest December 2006, Transport Department of Hong Kong
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Note:

1. “Brand New” refers to registration of brand new vehicles.

2. Usually customers would have local modifications before registration, as such the registration number include non brand
new vehicles which include locally assembled vehicles.

3. Exclude motor cycles

The Automotive Aftermarket in Hong Kong

According to import statistics from the Census and Statistic Department of Hong Kong, the total value
of sales of spare parts was over HK$3.5 billion in 2006. Major sources of imports include Japan, China,
Germany, Singapore, Malaysia and England.

Future Developments
Tax Incentive programme for environmentally-friendly petrol private cars

There is an increasing concern over the roadside air pollution in Hong Kong. In order to tackle this
problem, the Hong Kong Government encourages the use of environmentally-friendly petrol private vehicles
with both low emissions and high fuel efficiency by granting a 30% reduction in the First Registration Tax
(of up to HK$50,000) to buyers of newly registered environmentally-friendly petrol private vehicles. It
is expected that the use of environmentally-friendly petrol private vehicles would be promoted under this
programme.

Replacement scheme for pre-Euro and Euro | diesel commercial vehicles

To improve air quality, Hong Kong Government has offered, for a specific period, a one-off grant to
vehicle owners who replace their diesel commercial vehicles that comply with pre-Euro and Euro I emission
standards with new commercial vehicles that comply with Euro IV emission standards. The application
deadline for the grant for replacing all Euro I diesel commercial vehicles is 31 March 2010. For all pre-
Euro emission standards diesel commercial vehicles, the deadline is 30 September 2008, except for vehicles
with body type which are registered as concrete mixers, gully emptiers, lorry cranes or pressure tankers, for
which the deadline is 31 March 2010. The Company expects that the effect of this scheme on the sales and
replacement of commercial vehicles would emerge close to the first deadline of 30 September 2008 because
vehicle owners tend to replace their vehicles close to the application deadline.

Overview of the PRC Motor Vehicle Market

The US, Japan, China and Germany are the largest motor vehicle manufacturing countries in the
world, accounting for an aggregate of 51.7% of total global motor vehicle production. China’s motor vehicle
production reached 7 million units in 2006, overtaking Germany to become the third largest motor vehicle
producer in the world. China also overtook Germany and Japan in terms of vehicle sales in 2006, making it
the second largest motor vehicle market, behind only the US. In 2005, 18,480,700 cars were privately owned
in China, registering a growth rate of 538% in 10 years as compared with only 2,896,700 units in 1996.
With a population of 1.3 billion and private vehicle ownership rate of only 1.4%, growth opportunities in the
Chinese automobile market are tremendous.
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Private Car Ownership in China (1996-2005)
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Source: National Bureau of Statistics of China

The market share held by local motor vehicle brands in China was nearly 26% in 2006, which overtook
the market share held by imported brands from Germany, Japan, the US and South Korea. The motor vehicle
market in China is currently dominated by Sino-foreign joint ventures. Shanghai General Motors Co., Ltd.,
Shanghai Volkswagen Automotive Co., Ltd. and FAW-VW Automobile Co., Ltd., had the highest vehicle
sales in China in 2006 with sales of 413,400, 352,000, and 350,000 units respectively.

Top Ten Motor Vehicle Manufacturers in China, as measured by units sold (2006)

units
1 Shanghai General Motors Co., Ltd. 413,400
2 Shanghai Volkswagen Automotive Co., Ltd. 352,000
3 FAW-VW Automobile Co., Ltd. 350,000
4 Chery Automobile Co., Ltd. 300,000
5 Beijing Hyundai Automobile Co., Ltd. 280,000
6 Guangzhou Honda Automobile Co., Ltd. 260,000
7 Geely International Corporation 204,690
8 Dongfeng Peugeot Citroen Automobile Company Ltd. 200,000
9 Shen Yang Brilliance JINBEI Automotive Co., Ltd. 200,000
10 Changan Ford Mazda Engine Co., Ltd. 194,010

Source: China Association of Automobile Manufacturers*

*

China Association of Automobile Manufacturers (CAAM) is an organization approved by the Ministry of Civil Affairs of
the People’s Republic of China.
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Measures for the Implementation of Administration of Branded Automobile Sales (¥ i hil & 8 45 BB it e 1)

On 21 February 2005, the Ministry of Commerce of the People’s Republic of China promulgated
Measures for the Implementation of the Administration of Branded Automobile Sales 75 b i i 8 55 Hi
i ##%) (the “Measures”). They came into effect on 1 April 2005. The Measures categorise enterprises
engaged in branded automobile sales into general automobile distributors and automobile brand dealer. Both
categories of distributors must be approved by the Ministry of Commerce and registered with the Ministry of
Commerce and the State Administration for Industry and Commerce for archival filing.

General automobile distributors are defined by the Measures as enterprises that provide automotive
resources to automobile brand distributors, including automobile manufacturers and general automobile
distributors who have been authorised by automobile manufacturers to establish nationwide sales and services
networks of branded automobiles and to engage in automobile distribution. General automobile distributors
supply automobiles and parts. They also make trademarks available for use in marketing and appoint dealers
to establish sales networks. Unless otherwise authorised, general automobile distributors may not sell directly
to retail customers within the authorised distribution territories or regions of automobile brand dealer.

Automobile brand dealer are defined by the Measures as enterprises that are authorised by general
automobile distributors to conduct automobile sales and services and generally engage in automobile sales,
after-sales services, and parts sales within the scope authorised by the general automobile distributors. Unless
they are otherwise permitted by the relevant general automobile distributor, automobile brand distributors
may only make direct sales of branded authorised automobiles to end users.

The Group is a general automobile distributor for certain brands of automobiles in China, and is a
automobile brand distributor for other brands of automobiles in China.

The PRC Automotive Aftermarket

In view of the strong growth in motor vehicle sales in China, it is expected that the PRC automotive
aftermarket will also post strong levels of growth in the near future. The Chinese Government believes that
this after-sales market for cars could reach RMB300 billion in 2010. Staring on 1 January 2002, tariffs on
imported vehicles reduced by 10% each year. As at 1 July 2006, after 6 tariff reductions, the average tariff
was approximately 25%. The average tariff on motor vehicle parts has been lowered to 10%. In view of the
lower selling price of vehicles and parts, it is expected that the PRC automotive aftermarket would experience
a robust growth going forward.

The Development of 4S Outlets

Since China joined the WTO in December 2001, the automotive industry has experienced a series of
transformations. With automotive import quotas coming to an end in 2005, and the average tariff on imported
motor vehicles reducing to as low as 25% in mid-2006, competition between local car manufacturers and
imported car dealers has intensified. Despite experiencing unit sales growth every year, car manufacturers in
China recorded a decrease in profit margins in 2005.
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China’s Motor Vehicle Industry Pre-Tax Profit Margins (2004—2006)
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As a result, some automakers have tried tapping into downstream profits, by capturing the aftermarket
services market through 4S outlets.

In 2005, profits generated from spare parts and services made up of only 20% of the industry’s profits
in China compared to 40% in Western markets. Thus, there is a high growth potential for 4S outlets in China.

2005 Profit Segmentation in the Automotive Industry

Western average

B Suppliers

B OEMs

* Includes maintenance, financing, repairs etc

Source:  China Association of Automotive Manufacturers
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OVERVIEW OF THE FOOD INDUSTRY IN HONG KONG

The food and beverages industry in Hong Kong is largely characterised by its active trading activities,
such as re-export activities. According to the Hong Kong Trade Development Council, the PRC market
is currently the largest export market for Hong Kong’s processed food and beverages (accounting for
approximately 37.9% of total exports), followed by ASEAN (approximately 15.1%), Macao (approximately
13.8%) and Taiwan (approximately 12.9%).

Most of the food and beverages produced in Hong Kong are for local consumption. Main product
categories include instant noodles, spaghetti, biscuits, cakes, and canned, preserved and processed seafood
and seasoning. In view of the increasing Western interest in oriental food such as moon cakes and oyster
sauce, many Hong Kong branded processed food and beverages have been successfully launched in overseas
markets.

According to the Census and Statistics Department of Hong Kong, the total expenditure on food
and non-alcoholic beverages increased from HK$90,684 million in 2001 to HK$104,513 million in 2006,
representing an increase of 15.2% in five years. Total expenditure on food and non-alcoholic beverages in
Hong Kong in 2005 accounted for 12.1% of the total consumption expenditures, being one of the largest

expenditure items after housing and clothing.

Food Expenditure in Hong Kong
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Source: Census and Statistics Department of Hong Kong
The Food Services Industry in Hong Kong
Hong Kong has more than 9,000 restaurants, offering an array of cultural cuisines and dining

options, generating revenues of HK$61.6 billion in 2006. This represented an increase of approximately 9.5%
compared to 2005.
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Frozen, Chilled and Packaged Food in Hong Kong

Frozen food is food preserved by the process of freezing. It is a common food preservation method
which slows down food degradation by storing food at a constant temperature of -18 degrees Celsius or
below. Chilled food is generally stored at 0 to 4 degrees Celsius.

According to the Census and Statistics Department of Hong Kong, the total retail value of packaged
food in 2006 was approximately HK$35.3 billion, representing 71% of the retail food market by value. Non-
packaged food, including fresh and frozen food from wet market and valuing approximately HK$14.2 billion,
accounted for the remaining 29% of the retail food market.

According to the Census and Statistics Department of Hong Kong, in 2006, the total consumption of
edible oil in Hong Kong was 101,250 metric tons, representing a decrease of 13.5% from 117,106 metric tons
in 2005.

Distribution of Frozen, Chilled and Packaged Food in Hong Kong

Wholesale and food service are the two major channels of distribution for frozen and chilled food. The
wholesale sector comprises primarily wet market wholesalers who sell directly or distribute products to sub-
distributors rather than retail consumers. The food service sector comprises primarily hotels, fast food outlets,
canteens, cafes and restaurants.

According to the Hong Kong Census and Statistics Department, the market value of frozen, chilled or
fresh food sold in Hong Kong was approximately HK$14,256 million, HK$16,062 million, and HK$17,183
million in 2004, 2005 and 2006 respectively. An upward growth trend is expected by the Group for the
coming years. The number of food service outlets increased from 11,593 in 2004 to 12,354 in 2005, which
reflected a positive growth in the consumer food sector.

With the increasing demand for frozen and chilled food items due to price competition and food safety
concerns with other food, more fast food outlets, restaurants and cafes are switching their consumptions
towards frozen meat. Consumer demand for frozen and chilled meat is also expected to rise. The increased
inbound tourism also led to a growth in demand for value added services supplied by restaurants and hotels,
which in turn resulted in a slight increase in the demand for frozen or chilled food products.
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OVERVIEW OF THE PRC FOOD INDUSTRY

According to the National Bureau of Statistics of China, in 2005, the per capita annual expenditure of
urban households reached RMB7,943, of which RMB2,914, represented approximately 37% of the total per
capita expenditure was spent on food. Compared to food expenditure of RMB1,958 in 2000, expenditure of
the urban population on food has been increasing at a CAGR of 8.28%, of which expenditure on pork, beef,
mutton and poultry and edible vegetable oils has experienced continuous growth in the past ten years.

Per Capita Annual Expenditure of Urban Households in China (2005)

Transport and
= Food u Communications
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and Services
- Health Care and Miscellaneous
Medical Services Goods and Services

Source: National Bureau of Statistics of China

Per Capita Annual Expenditure on Major Food Commodities of Urban Households in China

1995 2000 2005
Pork, beef, mutton and poultry (kg) 23.65 25.50 32.83
Edible vegetable oils (kg) 7.11 8.16 9.25

Source: National Bureau of Statistics of China
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Processing Meat and Packaged Food in the PRC

According to the National Bureau of Statistics of China, annual expenditure of urban households on
food reached RMB2,914 in 2005, of which RMBS565 was on meat and poultry.

China became a member of the WTO in December 2001. One of China’s WTO commitments was
to liberalise the domestic food market by reducing import duties to allow entry of more foreign players.
Increased competition is expected to have a positive impact on the development of China’s food industry in
terms of quality and packaging of local production.

Main distribution channels for frozen, chilled and packaged food in the PRC remain wholesale and
retail markets such as supermarkets, hypermarkets, grocery, fast food chains, convenience stores, restaurants
and hotels.

Edible Oil

2005 was the last year that fats and oilseeds were subject to import quota management in China. With
the enhanced urban resident living standards and continuous growth in the food catering and processing
industry in China, demand for edible vegetable oil has witnessed an upward trend in recent years. According
to the National Bureau of Statistics of China, consumption of edible vegetable oil by urban residents was 9.4
kg per capita in 2006, which is 1.2 kg more than that in 2000. Demand for imported edible vegetable oil has
also been growing since the cancellation of the quota management system in 2006. China is now the world’s
the largest importer of soybeans and palm oil. According to PRC Customs statistics, in 2006, China imported
6.71 million tons of edible vegetable oil, valued at US$ 3.15 billion, 8% and 12% higher than those in 2005
respectively. In view of the increasing volume of China’s edible vegetable oil imports, the world’s reliance
on China’s edible oil market has become more prominent.

OVERVIEW OF THE LOGISTICS SERVICES INDUSTRY

In order to develop a successful logistics business centered in Asia, strong customer demand is required
to allow new entrants to overcome the high cost barrier of entry. Because logistics is a downstream operation
with respect to the production industry, it has a high correlation with the level of GDP in the region in which
it is based. With China and India leading the way, GDP growth strengthened across most Asian countries in
2006. GDP growth in the emerging Asia, which includes China, was up by 0.4% to reach at 9% while GDP
growth in Asia as a whole was up by the same margin to reach 7.6%. As a result, the Group expects high
growth potential in the industry.

Benefits of Outsourcing Logistics Operations

Participants in the current logistics market are realising the benefits of outsourcing their logistics
services needs. Direct benefits include a reduced need for human capital, improved cost efficiency, and a
better level of service overall. Specifically, outsourcing logistics service allows a company to:

. reduce fixed costs and improve liquidity ratios

. enjoy a higher level of service by choosing the most competitive service provider
. be serviced by a dedicated team focusing on providing logistics services

. be more flexible with customers and offer a wider range of services
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. have access to superior international logistics channels and market proven technology
. focus existing staff on further enhancing the profit generating arm of the business

One of the biggest reasons that companies outsource their logistics operations is that it gives them
the ability to focus on their core competency without having to work out minute details of how to get their
products to their customers safely and on time. If the logistics function is outsourced, resources could be
reallocated to areas in which the company excels and is able to fully utilise its human capital. If a company
took its logistics operations in-house, it could be spreading its staff too thinly in attempting to solve problems
to which professional third party logistics service providers already have answers.

In the logistics industry, substantial benefits can be gained from economies of scale. Because of the
capital intensive nature of the industry, it is imperative for a company to properly evaluate its supply chain
need before developing in-house operations. Maintaining large distribution centers and minimising lead time
can be extremely costly. With high fixed costs, the breakeven point can be high. In order to keep logistics
operations in-house, management must be able to properly project revenue figures and assess whether they
are sufficient in covering the related cost of running an in-house operation.

Food Supply Chain Management
Hong Kong

Presently, China is the largest market for Hong Kong’s exports of processed food and beverages.
Chinese consumers base their food purchase decisions mainly on nutritional value, price and taste. A
phenomenon of supermarkets replacing wet markets is currently taking place in Hong Kong and China.
Combined with changing lifestyles and rising incomes, these reasons together have contributed to the
increased expenditure on packaged food.

Percentage Change in Dollar Sales of Hong Kong Restaurants
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—99 —



INDUSTRY OVERVIEW

With total restaurant revenues and number of restaurants increasing in Hong Kong since 2003, the
Group expects increasing demand for professional food logistics companies that provide quality services.
Because of this expected demand in quality services, the investments required to deliver food products in a
timely manner and comply with strict regulations set by government bodies can be high. This results in a high
cost entry barrier to the industry which may make it difficult for new companies to join the industry.

Number of Restaurants in Hong Kong

Year Number of establishments
2001 11,553
2002 11,342
2003 11,094
2004 11,593
2005 12,354

Source: Census and Statistics Department of Hong Kong
Macao

Macao is a party to the Closer Economic Partnership Arrangement (CEPA). According to China’s tariff
codes in 2001, 273 products made in Macao, including food and beverages, are allowed to enter China with
zero tariff. Imported products made in Macao other than those 273 products have been enjoying zero tariff
since 1 January 2006.

The food industry is quite important to Macao, with restaurants and hotels employing 10.3% of Macao’s
total labour force. In addition, local food is a tourist attraction and 19 items of food are included in CEPA
which is likely to promote trade with Hong Kong and China. Foods with strong local features, which are very
popular among tourists, are often freshly made. It is therefore feasible to develop such food products, suitable
for export, like packaged noodles, flour products and baked food. As the Group is looking to strengthen its
supply chain management services, it is possible to capture a greater share of Macao’s food logistics services
market.

The PRC

In China, Border Hygienic Quarantine Law and Food Hygiene Law govern imported foodstuffs,
food additives, food containers, food packaging materials and food-related tools and equipment. China’s
Commodity Inspection Bureau conducts mandatory inspection of food products. Sales contracts usually
specify the required standard to which the products must adhere to. These include standards for quality,
weight, quantity, packing, labeling and inspection methods. Such standards must not be lower than the
corresponding national standards. Safety licences and regulations are also applicable to imported food. Once
a quality certificate for a product is issued, a laser food safety label can be affixed. All products sold in China
must have Chinese language labels and must state the food type, brand name, trademark, manufacturer’s
name and address, country of origin, ingredients, production date and expiry date, etc.

In order for food manufacturers to focus on their core competency, an effective third party logistics
service provider specialising in food logistics is in strong demand in China.
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The PRC logistics services and supply chain management industry

The PRC’s logistics industry has been experiencing tremendous growth. In 2005, a growth of 12.9%
over 2004 brought the total value of logistics expenditure in China to RMB3,386 billion.

Other than the general economic growth of the country, there are also factors that are likely to fuel the
growth of companies within the industry. These include:

1.  Rapid growth — Implementing China’s 11th Five-Year Plan, the Chinese government has
invested heavily to improve China’s infrastructure. As a result, China’s logistics spending, as a
percentage of GDP, is almost twice that of the US. Because logistics industry is heavily dependent
on the transportation network of the country in which it operates, the improved infrastructure of
China will be highly beneficial to the industry.

Social Logistics Total Expenditure
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Type of transport Government plans (11th Five-Year Plan, 2006-2010)

Railway six railways for passenger transportation, including one between Beijing
and Shanghai; five inter-city railways, including one between Beijing
and Tianjin; and the upgrading of five existing railways including one
between Datong and Qinhuangdao

Highway 14 expressways including one from Beijing to Hong Kong and Macao

Port transit systems for the transportation of coal and imported oil, gas and
iron ore, and containers transport systems at 12 seaports including those
in Dalian, Tianjin and Shanghai; coal transit and storage bases in eastern
and southern China

Shipping the third-phase project for dredging the deepwater channel at the mouth
of the Yangtze River, the course at the mouth of the Pearl River to the
sea, channel dredging in the Yangtze and Pearl River valleys and the
Beijing-Hangzhou Canal; and acceleration of port construction along
inland rivers

Airport expansion of ten airports including those in Beijing, Shanghai and
Guangzhou; relocation of the two airports in Kunming and Hefei; and
airports in central, western and northeastern China to accommodate
flights on feeder lines

Source: Xinhua News Agency

2. Consolidation in a highly fragmented market — There are 18,000 logistics services companies in
China, where the largest players in the industry hold less than 2% of the market share. This
indicates a highly fragmented industry. Because of this, companies with superior nationwide
distribution services and strong international networks will be able to win new customers and gain
market share.

3. Increased reliance on third party logistics service providers — Although the concept of outsourcing
basic logistics functions is still relatively new to most Chinese companies, many multinational
corporations are beginning to be exposed to the idea of procuring third party logistics services.

Although the demand for sophisticated logistics services is potentially high in China, there are certain

obstacles to overcome in the inland regions where the infrastructure is less developed. The Group expects
both challenges and growth opportunities in those regions.
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Obstacles to overcome in the PRC logistics industry

In China, factors that slow the development of the logistics industry include the fragmented distribution
systems, limited use of technology and regulatory restrictions.

Although the Chinese Government has invested heavily in the development of infrastructure, greater
efficiency and innovation will also have to take place at the same time in order to grow the logistics industry
exponentially. Examples of these improvements include better storage systems, timely delivery to customers
and safe transportation of goods.

LICENSING REQUIREMENTS
Automotive and Automotive Aftermarket Industry Licensing Requirements in Hong Kong

Some of the Group’s motor vehicle and related business activities in Hong Kong are subject to special
licence, permit, certificate and registration requirements. Those activities include the import, export and
distribution of motor vehicles; trading of motor vehicle spare parts and accessories; motor vehicle repairs
and servicing; trading, repairs and maintenance of electrical machinery and automotive equipment; motor
vehicle leasing and provision of airport ground support equipment maintenance services. The requirements
include registration as importer and distributor under the Motor Vehicles (First Registration Tax) Ordinance,
registration as an insurance agent, licence for storage of dangerous goods, removal permit for category
1 dangerous goods, certificate of registration as electrical contractor, hire car permit — private service
(limousine), approval for the combination of liquefied petroleum gas and compressed natural gas vehicle
workshop, designation as car testing centre, designation as vehicle emission testing centre, use approval
of a liquefied petroleum gas vehicle workshop, construction approval of a liquefied petroleum gas vehicle
workshop, registration as waste producers, licence for conveyance of dangerous goods in category 5 by
vehicles, vehicle registration document, trade licence issued by the Transport Department and certificate of
fitness for a pressure vessel (other than a pressurised fuel container). The Group also requires approval from
the Civil Aviation Department in order to provide maintenance services to airport ground support equipment
and to issue Certificates of Release to Service for aircraft components.

The Group has obtained all necessary special licences, permits, certificates and registrations for its
motor vehicle and related business in Hong Kong.

Automotive and Automotive Aftermarket Industry Licensing Requirements in the PRC

Some of the Group’s motor vehicle and related businesses in the PRC are subject to special licence,
permit, certificate and registration requirements. These businesses include branded motor vehicle dealerships,
motor vehicle maintenance and repair services, motor vehicle leasing, and importation of motor vehicle
parts for self-consumption. The requirements include registration with the Ministry of Commerce and
the State Administration of Industry and Commerce, GHFE#MZEFFA[3E) (Road Transport Business
Operation Licence), issued by the General Customs Office or its local counterpart, and {PERBT J¥FF ] 3E)
(Certificate of Approval for Pollutant Discharge) issued by the local Environmental Protection Administrative
Departments.
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The Group has obtained all necessary special licences, permits, certificates and registrations for its
motor vehicles and related business in the PRC, except that (i) L& & X B3 IR A R 7 (Shanghai Huchang
Motor Service Co., Ltd), [ REXHEEME A BR/AF (Shanghai Zhongling Motors Sale and Service
Limited), B W& sy REARA A (Kunming Heda Motors Sale and Service Limited), iy 175z %'l
7R H il #% A BR/A 7 (Zhanjiang Junhua Toyota Motors Sale and Service Limited), 711752 8755 5 fli Az
AR/ T (Zhanjiang Junkai Motors Technology and Service Limited), 171152 o 7550 85 8 5 A BR A 7
(Zhanjiang Juncheng Motors Sale and Service Limited), VLT ¥ RH A R/ (Zhanjiang Junhao Motors
Limited), T & 25385 E M A BR/A 7 (Zhanjiang Herong Motors Sale and Service Limited), &/ &5
HHEE A A A (Guangzhou Hejun Motors Trading Limited), 6 & R R SR8 & IR A R4 7 (Beijing
Hezhong Zhongling Motors Sale and Service Limited); _& ¥ & g 1< 5 &5 8 B A FRA 7] (Shanghai Zhongwei
Motors Sale and Service Limited); VLI a7 s 8 & B A A F (Jiangmen Yicheng Motors Sale and
Service Limited) and &M & AEH & 5 A FR/A 7 (Fuzhou Hechuang Motors Trading Limited) are in the
process of applying for Certificates of Approval for Pollutant Discharge; (ii) 7T/ e a7 H 84 & MR A IR A
7] (Jiangmen Yicheng Motors Sale and Service Limited) is in the process of applying for the Road Transport
Business Operation Licence for certain automotive businesses currently carried out by these companies.

Food and Consumer Product Industry Licensing Requirements in Hong Kong

In Hong Kong, the Group distributes food, edible oil, alcoholic drinks, electrical appliances, and
other consumer products. Some of these businesses are subject to special registration, permits and licensing
requirements. They include import and export licences, licences for discharge of commercial trade effluent,
food factory licences, fresh provision shop licences, frozen confections permits, wholesaler licences in
proprietary Chinese medicine, retailer licences in Chinese herbal medicine, certificates of registration as
gas contractor, Hong Kong registered gas installer card, certificates of registration as electrical contractor,
approval for installation of domestic gas appliances, certificates of registration as an importer and exporter
of pharmaceutical products, registration as importer of frozen meat, chilled meat, frozen poultry and chilled
poultry, cold store licences, milk permits, and approval for operating a rice storage facility.

The Group has obtained all necessary special licences, permits, certificates and registrations for trading
in food, edible oil, alcoholic drinks, electrical appliances, and other consumer products, except that Dah
Chong Hong is currently in the process of applying for a licence for discharge of commercial trade effluent
for some of its existing premises.

Food and Consumer Product Industry Licensing Requirements in the PRC

Some of the Group’s trading activities in food, edible oil, alcoholic drinks, electrical appliances
and other consumer products in the PRC are subject to special licence, permit, certificate and registration
requirements. These activities include import and export, storage and sale of edible oil, production and sale of
food stuff, wholesale of alcoholic drinks, and food processing. The requirements include £ 2 & #F ] 3E)
(Food Production Licence) and (&5 # A7 T5F) (Food Hygiene Licence) issued by the local Hygiene
Administrative Department, and P8 5% 5 #8530l 5E) (Certificates for the Wholesale of Alcoholic Goods)
issued by local Authorities for Alcoholic Goods Business Activities.

The Group has obtained all necessary special licences, permits, certificates and registrations for its
trading in food, edible oil, alcoholic drinks, electrical appliances, and other consumer products in the PRC.
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Logistics Industry Licensing Requirements in Hong Kong

Some of the Group’s logistics and warchousing business activities in Hong Kong are subject to special
licence, permit, certificate and registration requirements. They include operation of dry and cold storage
godown and provision of warechouse and transportations services. The requirements include cold store
licences, approval for operating a rice storage facility and vehicle registration documents.

The Group has obtained all the necessary special licences, permits, certificates and registrations for its
business activities in Hong Kong in relation to logistics and warehousing services.

Logistics Industry Licensing Requirements in the PRC

Some of the Group’s logistics businesses in the PRC are subject to special licence, permit, certificate
and registration requirements. Those businesses include road transport, international freight forwarding
and foreign trade. The requirements include <= #ALEFF5E) (Road Transport Business Operation
Licence) issued by the Ministry of Communication, < 43 EH#EHF#E) (Import and Export Enterprise
Qualification Certificate) issued by the Ministry of Commerce, < B{RBIA HisEMEFLHEE) (Registration
Certificate of Bonded Warehouse) and i B i 0 B 45 /3 sk M B FE il 2 ) (Registration Certificate of
Supervised Export Warchouse) issued by local customs.

The Group has obtained all necessary special licenses, permits, certificates and registrations for its
logistic business in the PRC.

Motor trading, food and consumer products trading and provision of logistics and warehousing services
are not heavily regulated industries in the PRC and Hong Kong. Apart from licensing requirements in the
operating and implementing levels, there is no specific regulatory requirement that governs the Group’s
operations and business development strategies in these industries.
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The financial information in this section principally relates to the operations of the Group during the
three years ended 31 December 2006 and the six months ended 30 June 2007, unless specified otherwise.

OVERVIEW

The Group is a diversified business conglomerate in motor vehicle sales, motor vehicle related
business and services, sales of food and consumer products, as well as logistics services, supported by
integrated distribution platforms and a well-established base and network in the PRC, Hong Kong and
Macao. Leveraging on the strong brandname of “Dah Chong Hong” in Hong Kong and with over 40 years of
experience engaging in motor vehicles sales and related businesses, the Group is now a leading motor group
in Hong Kong and Macao and is pursuing a strategy to be one of the leaders in the PRC market. The Group is
also a leading food and consumer products distribution group with over 50 years of experience and a leading
logistics service provider in Hong Kong. It is pursuing a strategy to be a leading food and consumer products
trading group and a leading logistics service provider in the PRC and Macao.

The Group’s leading position in its core trading and distribution business in Hong Kong has enabled it
to generate a strong and stable recurring cashflow from its motor vehicles and related business as well as its
food and consumer products business to fund the development of its PRC business. With rapidly rising PRC
consumer demand, the Group has adopted a high growth strategy in its PRC business, supported by its strong
local management team’s ability to capture the business opportunities in the PRC market. This has proven
to be a successful strategy as the Group’s revenue derived from the PRC constitutes a substantial part of the
Group’s total revenues during the three years ended 31 December 2006 and the six months ended 30 June
2007.

The Group has over 40 years of experience in the sales, distribution and servicing of motor vehicles,
during which time it has established long term relationships with international motor vehicle manufacturers.
As at the Latest Practicable Date, it was granted distributorships for 11 brands of motor vehicles in Hong
Kong, which accounted for approximately 27% of the brand new vehicle market in the territory in 2006
according to the new vehicle registration scheme of the Transport Department of Hong Kong. The brands
in Hong Kong as at the Latest Practicable Date included Acura, Audi, Bentley, Honda, Isuzu, MAN,
Nissan, Opel, Saab, UD Nissan Diesel and Volkswagen. Pursuant to these distributorships other than the
distributorship for Bentley, the Group is responsible for the distribution and service operations of 10 brands
of motor vehicles within Hong Kong and Macao, including the right to appoint dealers within Hong Kong
and Macao, who are responsible for the sale of these motor vehicles to end consumers. As at the Latest
Practicable Date, the Group also sold, through its subsidiaries and Contractual Arrangements with local
partners, 17 vehicle brands (including 2 national and a regional distributorship), 29 4S outlets in 10 major
cities in the PRC, 21 of which are operated under city dealerships. As at the Latest Practicable Date, the
brands in the PRC included, among others, Bentley, BJ Hyundai, DF Honda, DF Nissan, DYK, FAW Audi,
FAW Mazda, FAW Toyota, GZ Honda, Haima, Isuzu, Nissan, Qingling, Renault and SGM Buick. Pursuant
to such city dealerships, the Group is responsible for the retail business of the sale of the motor vehicles to
end consumers within the specified cities in the PRC. In addition, three memoranda of understanding were
entered into in respect of three 4S outlets for Mercedes-Benz vehicles and Haima vehicles. The Group also
has vehicle distribution businesses in Canada and Singapore. Given the wide range of brands in the Group’s
portfolio, it covers target customers from all walks of life and industries.
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In addition, the Group has, through its subsidiary, Dah Chong Hong, over 50 years of experience in
the trading and distribution of food and consumer products. As at the Latest Practicable Date, it distributed
over 500 food commodities from 39 countries, such as frozen beef from Tyson of the United States and
frozen pork and poultry from Seara of Brazil to a wide range of customers, including wholesalers which the
Directors believe the Group has achieved market penetration in the wholesaler segment of approximately
81% in Hong Kong in 2005, and approximately 700 fast moving consumer goods, or FMCG, from 28
countries, such as Pocari Sweat sports drink, Ovaltine tonic food drink, and Ferrero confectionery. The Group
also has an extensive distribution network covering more than 5,000 customers in Hong Kong and Macao,
and more than 10,000 customers in the PRC. The Group’s customers come from the food service, retail
and wholesale industries in the PRC, Hong Kong and Macao as well as from overseas markets in Japan and
Singapore. It also has a significant presence in the Hong Kong frozen food retail market with its 48 DCH
Food Mart outlets and 4 DCH Food Mart Deluxe outlets.

The diversified and broad client base and customer information database have provided the Group
with a ready platform to establish a well developed distribution network to serve its businesses as well as for
serving third party customers, including but not limited to FMCG suppliers, food service operators, retailers
and hoteliers. The Group sees great potential for growth in its logistics business as its customer base provides
a one-stop brand building and penetration platform to the Hong Kong, Macao and the PRC markets for FMCG
brand owners, especially in the imported branded food products segment. Coupled with the Group’s strong
national distribution network in the PRC, the Group aims to provide food supply chain management services
to its customers in the catering and hospitality sectors. The Group’s logistics and supply chain management
business has received professional and international recognitions. In 2006, the Group was awarded the “Best
Regional Third Party Logistics Company (3PL) in 2006 by the Global Institute of Logistics based in New
York and also the “Hong Kong Logistics Award 2006” by the Hong Kong Trade Development Council and
the Hong Kong Productivity Council, which among other criteria, includes assessment on a candidate’s
leadership and contribution to the logistics industry. As consumer spending in the PRC continues to increase
and more manufacturers opt to outsource their logistics operations to professional logistics service providers,
the Group believes that supply chain management services and the logistics business offer strong growth
potential in the coming years.

The Group’s strong client relationships place it in a favourable position to obtain a high level of
recurring business. It has forged a global and reputable customer base as well as an international procurement
network which includes leading domestic and international brand names. The Group’s ability to maintain such
long-standing relationships with its customers and suppliers is mainly attributable to the Group’s integrity
and professionalism in customer service, both of which have been recognised by the industry and have led to
the development of a strong brand name and goodwill for the Group.

The Group’s core businesses are entering into an expansionary phase of the business cycle, creating
significant opportunities with the Group’s established PRC distribution network, customer base, and
international procurement network. With this, the Group intends to further develop its motor vehicle, food
and consumer products and logistics businesses in the PRC with an ultimate aim to be a leader in the trading
and distribution of multi-brand motor vehicles, food and consumer products in various major cities in the
PRC, and to be a leader in the provision of total food supply chain services.
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The following tables show the turnover of each business segment of the Group as well as the
geographical breakdown of revenue, each expressed as a percentage of the total turnover for the three years
ended 31 December 2006 and the six months ended 30 June 2006 and 2007:

Turnover For the years ended 31 December For the six months ended 30 June
2004 2005 2006 2006 2007
HK$'m %  HKS$'m %  HK$'m %  HK$'m %  HK$'m %
(unaudited)
Motor segment 6,681.0 58.1  5,532.8 526 7,683.9 59.5  3,469.6 594 43127 61.8
Food and consumer
products segment 4,677.8 40.8 48215 458  5,047.1 39.0  2,284.7 39.1 25673 36.7
Logistics segment 85.6 0.7 117.8 1.1 144.4 1.1 64.0 1.1 84.8 1.2
Others 49.7 0.4 47.9 0.5 51.0 0.4 24.0 0.4 242 0.3
Total 11,494.1 100.0  10,520.0 100.0  12,926.4 100.0  5,842.3 100.0  6,989.0 100.0
Turnover For the years ended 31 December For the six months ended 30 June
2004 2005 2006 2006 2007
HK$'m %  HKS$'m %  HK$'m %  HKS$'m %  HK$'m %
(unaudited)
HK & Macao 5,364.8 46.7  5,683.6 540 57917 448 27712 474 29493 422
The PRC 4,791.6 41.7 35166 334 5569.1 431 2,379.7 40.7 32165 46.0
Others 1,337.7 1.6 1,319.8 126 1,565.6 12.1 691.4 11.9 823.2 11.8
Total 11,494.1 100.0  10,520.0 100.0  12,926.4 100.0  5,842.3 100.0  6,989.0 100.0

COMPETITIVE STRENGTHS

The Group is a dominant distributor of motor vehicles and food and consumer products in Hong Kong
and Macao and is capturing the rapidly rising consumption growth in the PRC. The Directors attribute the
Group’s successful growth and development to the following competitive strengths:

The Group has, through Dah Chong Hong, over the past 50 years, built and developed a strong brand
name and goodwill in the trading and distribution industry through the premium quality products it
distributes and the high quality services it provides

The Group has a long established presence in Hong Kong, Macao and the PRC in the motor vehicle
sales, motor vehicle related services, food and consumer products trading and distribution as well as the
logistics industry. Over the past 50 years, the Group has, through Dah Chong Hong, built and developed a
strong brand name and goodwill in the trading and distribution industry through the premium quality products
it distributes and the high quality services it provides. As the Group’s customers include leading domestic
and international corporations and the Group represents many internationally renowned principals, it is
committed to ensuring high standards of corporate governance and business practices. This maintains and
promotes customers’ and principals’ confidence in the Group regarding its management practices, quality of
services and the quality of products it distributes. Being a subsidiary of CITIC Pacific, the Group is subject
to the same corporate governance practices adopted by CITIC Pacific and is required by CITIC Pacific to
comply with all code provisions in the Code of Corporate Governance Practices contained in Appendix 14
of the Listing Rules and CITIC Pacific’s code of conduct which defines the ethical standards expected of all
employees, and the Group’s non-discriminatory employment practices. It also implements internal control
systems to facilitate the effectiveness and efficiency of its operations, safeguard assets against unauthorised
use and disposal, and to ensure compliance with all relevant legislations and regulations.
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The Group constantly reviews its corporate governance practices to ensure they meet stakeholders’
expectations, comply with legal and professional standards, and reflect the latest local and international
developments. Prior to the issuance of each annual financial report, the Group’s corporate planning and
management department together with the human resources department carry out an annual review with
all the management of various business divisions and subsidiaries to ensure compliance with the Code of
Corporate Governance Practices, the code of conduct and the effectiveness of the Group’s internal control
system covering all material controls and risk management functions. The responsible management of
the various business divisions and subsidiaries are required to assess the risks and internal controls with
reference to the five components of the COSO (The Committee of Sponsoring Organisations of the Treadway
Commission) internal control framework. The results of the reviews are then summarised and reported to the
Board. The Group also conducts regular training courses on the code of conduct for all employees and revise
the code of conduct on an annual basis. The Group has endorsed the guide to good employment practices
issued by the Employers’ Federation of Hong Kong to promote good and responsible employment standards.

The Group is a motor vehicle distributor in Hong Kong with approximately 27% of the new vehicle
market share in 2006, and with growing sales in the PRC new vehicle market, supported by a
comprehensive range of motor vehicle related services

As at the Latest Practicable Date, the Group had a strong multi-brand portfolio of 11 vehicle brands in
Hong Kong and Macao through various established distributorships and dealerships and 17 vehicle brands
in the PRC including 2 national distributorships, 1 regional distributorship and 29 4S outlets, 21 of which
were under city dealerships. The brands are from world renowned American, European, Japanese and Korean
automobile manufacturers or their joint ventures in the PRC, providing a full spectrum of products for its
customers. This unique portfolio enables the Group to offer a flexible and wide range of products of different
brands, types, categories and sizes under one roof to meet the requirements of their customers who are drawn
from all walks of life. The Directors believe that the Group has captured approximately 27% of the new
vehicle sales as mentioned under the new vehicle registration scheme of the Transport Department in Hong
Kong in 2006, and hence, is one of the largest multi-brand passenger vehicle distributors in Hong Kong.

In addition, the Group has also provided a wide range of motor vehicle related services such as
maintenance and repair services for all brands of vehicles, parts trading, motor leasing, used car trading,
environmental and engineering businesses and airport and aviation support business. This is so that the Group
can be the one-stop centre providing full services to capture a wide spectrum of customers.

The Group is a leading food and consumer products distributor with a strong base in Hong Kong and a
well established network in the PRC

The Group has long-standing relationships with its major customers and is able to continually satisfy
customers’ needs and improve its service level, which often leads to further collaboration and closer ties with
its customers. The Group is currently serving over 5,000 customers in Hong Kong and Macao, and more than
10,000 customers in the PRC across its food and consumer products businesses. The Group has maintained
business relationship with most of these customers in Hong Kong for over 8 years and for over 3 years in
the PRC. Its strong client relationships have placed the Group in a favourable position to obtain a high level
of recurring business. The Group has forged a global and reputable customer base which includes leading
domestic and international brand names. With the economic growth in the PRC, the Directors are of the view
that the Group is in a position to capture the rapidly growing demand for quality food and consumer products.
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The Group has an integrated business platform providing a range of comprehensive supply chain
management services to its customers, supported by a strong logistics network and “real time”
management system to cater for its multi-brand portfolio

Over the years, the Group has developed a strong and extensive logistics network that connects each
of its core businesses together into a complete value chain. The Group’s extensive regional distribution and
delivery networks in Hong Kong, Macao and the PRC have not only created value for its core businesses, but
also for the Group’s customers through economies of scale, which enables the Group to consolidate cargo
before delivery and leads to the reduction in lead time and cost to the market. The Group operates dedicated
and shared distribution centres in strategic locations in the Greater China Region to provide extensive and
effective coverage for its internal and external customers. In this respect, the Group has regional offices in
Shanghai, Guangzhou and Beijing operating a national distribution network that covers 38 cities spanning 4
municipalities directly under the Central Government, 15 provinces and 1 autonomous region in the PRC, as
well as a comprehensive distribution network in Hong Kong and Macao which enables the Group to distribute
its products or its consumers’ products to end consumers at these areas. Its Xinhui logistics hub which is
strategically located in Jiangmen, PRC, serves as the Group’s national hub for storage and warehousing as
well as to provide integrated value added services, including but not limited to importation and customs
clearance formalities, value added repacking, bonded cargo consolidation, and international freight
forwarding services before these products are transported in bulk to the Group’s regional distribution centres
in the key cities in the northern, eastern and southern China for delivery to the customers in these regions.
The Group has deployed sufficient facilities, labour, technical expertise and other resources and is therefore
able to provide a comprehensive range of professional logistics services to its customers especially in the
food and consumer goods channels including FMCG suppliers, retail chains, hotels and fast-food restaurant
chains.

The Group runs various “real time” IT management systems for its motor vehicle, food and consumer
products and logistics businesses. These systems include DCH Motor System for its motor vehicle
business, Oracle ERP System for its food and consumer products business and Sims Logistics System for
its logistics business. These integrated IT management systems allow the Group’s different core business
operations to interact with each other and ensure free flow of information and information sharing within
the Group. These systems also provide efficient and effective monitoring and management control over the
movement of the products in various core businesses of the Group. The Group also developed a web-based
portal, Principal Information System, which can be accessed by its partners, especially its FMCG suppliers, to
provide them with a high level of visibility of its operations on an on-line basis. Some of the Group’s delivery
trucks are equipped with GPS fleet management system and this enables the Group to effectively monitor the
location, speed, direction and capacity of its delivery trucks. The Directors believe that the IT management
systems in each of its core businesses have been a key factor in the rapid growth of the Group’s businesses,
and will continue to play an important role in the future.

The Group has a strong management team with ample experience and expertise as well as a well-
trained and knowledgeable team of frontline staff in the trading and distribution industry

The Group not only conducts business in Hong Kong, Macao and the PRC, but also in Japan, Singapore
and Canada. Most of the Group’s existing senior management team has served the Group for over 20
years and possesses in-depth knowledge and experience in managing international distribution and trading
business. The Group’s management team comprises personnel who bring together strong local knowledge
and an international standard of management as well as operational practices and good corporate governance.
This international management expertise and corporate governance often distinguishes the Group from
its competitors in securing long-term supply and distribution contracts from its internationally renowned
suppliers and customers.
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On a Group level, members of its senior management have an average of not less than 20 years of
industry experience and have a diversified cultural background with extensive experience in business
operations in different regions. The Directors believe this combination is beneficial to the Group’s future
growth under the leadership of its management team.

The Group also recognises that the service etiquette and product knowledge of the Group’s frontline
personnel are also critical in presenting the image of the franchised motor vehicles products, food products,
branded FMCGs food products, electrical appliances and cosmetic products distributed by the Group. The
Group has a team of experienced sales personnel in different business lines, including trainers who use
the Group’s fully equipped training centre to conduct in-house training courses, with the ultimate aim of
providing excellent customer service. To achieve this quality service, the training covers product knowledge,
sales techniques and service attitude. The Group also provides sales personnel to the customers’ retail outlets
to impart product knowledge to its customers to support the sales team so as to boost sales for the Group.

The Group has a well developed international procurement network with a large number of long term
supplier relationships. It has maintained sizeable records of customer information as well as extensive
distribution networks supporting a large customer base which enables effective marketing of its
products

Over its 40 years of operating history in Hong Kong, the Group has developed an extensive international
procurement network with a large number of long term supplier relationships. These suppliers include the
Group’s principals of motor vehicles and Genuine Parts of 11 brands in Hong Kong and Macao and 17 brands
in the PRC which are leading brands from Germany, Japan and the United States; over 40 brands of OE Parts;
over 280 food commodities suppliers and over 230 FMCG suppliers from countries such as Australia, Brazil,
Canada, Japan, New Zealand, the United Kingdom and the United States; 17 brands of electrical appliances
manufacturers from Europe and Japan and cosmetics products of 15 brands from Japan and Europe. Many of
these supplier partners have been doing business with the Group for many decades.

Over the past 40 years of operating history in Hong Kong, the Group has also established an extensive
distribution network. Its motor vehicle business has customers from all walks of life, while its food and
consumer products business serves various customers from the catering industry, including fast food and
restaurants chains, hotels, bakeries and food manufacturers and also the retail industry covering over 5,000
customers in Hong Kong and Macao. In the PRC, the Group distributes its products to more than 10,000
customers including hypermarkets, department stores, supermarket chains, mini-markets and convenience
stores. In addition, the Group has set up a motor club and a customer service call centre as a customer
satisfaction monitoring system. Its motor club has more than 40,000 members and has also maintained over
100,000 customer records. On the other hand, the Group has established the DCH Food Mart Membership
Club since 1998 and Epicure Membership Club for DCH Food Mart Deluxe customers since April 2007
where these membership clubs currently have over 150,000 members. These are customer loyalty programs
adopted by the Group which memberships offer privilege benefits to their members, such as 5% discount
for purchases at the DCH Food Mart and DCH Food Mart Deluxe outlets, home delivery services as well as
gift redemption programs. These customer records and the extensive distribution network provide a ready
customer base which enable the Group to effectively market its products.
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BUSINESS STRATEGIES

The Group believes that its strong multi-brand and diversified products approach in its trading and
distribution business of motor vehicles and the provision of motor vehicle related services have positioned
it well in order to expand its national distributorship and city dealerships in major cities in the PRC and to
capture the increasing demands in the motor vehicle markets. This unique strategy enables the Group to offer
a wide and flexible selection of products of different brands, types, categories and sizes under one roof to
meet its customer’s requirements. To capitalise on the Group’s unique multi-brand motor vehicle portfolio
and through utilising the recurrent cash flows generated from its Hong Kong operations, it will continue to
expand city dealerships and motor vehicle related services in major cities in the PRC. The Group estimates
to increase approximately 18 city dealerships over the next 3 years to grow together with the continuously
increasing demand for motor vehicles in the PRC markets. The Group is also constantly looking for new
brands of motor vehicles or new motor vehicle related businesses to enhance its existing product portfolio
to capture a wider spectrum of customers. This is to be achieved either by negotiating and securing new
dealerships or acquiring companies with the right brands and products through merger and acquisition
exercises or strategic partnerships with local partners for faster penetration of the motor vehicle markets.
In this regard, the Group is constantly looking out for potential target companies in the PRC, Hong Kong,
Macao and South East Asia, with the right automobile dealerships which can complement to the Group’s
existing automobile product portfolio, create synergy with the Group’s existing business and have successful
trading histories with proven track records. In Hong Kong and Macao, the Group will continue to look for
opportunities to expand its motor vehicle related services business.

The Group believes its core business is entering into the expansionary phase of the business cycle,
creating significant opportunities with the Group’s established customer base and international procurement
network. It also believes in expansion within its main core businesses by leveraging on its professionalism
and industry knowledge. The Group intends to maintain growth in its core business to continue to generate
strong and stable recurring cash flows by expanding and diversifying its existing food commodities, FMCG
and consumer products business to reach more customers in Hong Kong, Macao and major cities in the
PRC. Among other plans, the Group will expand its food retail business by opening more DCH Food Mart
and/or DCH Food Mart Deluxe outlets in different locations for expanding market share and to capture the
rising demand for high end food products. The Group plans to open 10 DCH Food Mart outlets and 8 DCH
Food Mart Deluxe outlets in Hong Kong in the next three years with support from expansion of production
lines of its existing food processing centres. Through the HACCP accredited food processing centres,
the Group is able to provide value-added services such as food safety inspection, quality and portion size
control, semi-processing of food, and such other similar services to its customers in the food service and
food retail industries. The Group believes that geographical expansion through merger and acquisition as
well as securing recurring business from its existing customers are effective ways of growing its business
to generate additional revenue quickly. In this respect, the Group is constantly looking out for potential
targets in the PRC, Hong Kong, Macao and South East Asia to acquire. These potential targets include food
trading, distribution, processing and manufacturing companies as well as food related FMCG marketing and
distribution companies which have successful trading histories with proven track records, are willing to sell
a majority stake, have good potential for future business expansion (especially those with a business focus in
the PRC) and can create synergy with the Group’s existing business.
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As consumer spending continues to increase and more brand owners opt to outsource their logistics
operations to a professional logistics provider, the Group believes the supply chain management services and
logistics network offers strong growth potential in the coming years. With the ultimate objective to develop
into a leading logistics service provider in Hong Kong, Macao and the PRC, the Group adopts a complete
value chain approach covering the entire process from the procurement of raw materials to the delivery of
finished goods to the end consumer. Therefore, the Group is constantly exploring new value-added services
to be provided to its customers, supported by its national distribution network in the PRC, regional offices in
Shanghai, Beijing and such other major cities as well as strategically located logistics hubs. These strategies
initially aim to transform the conventional logistics services into integrated food supply chain solutions to its
customers, with the long term plan to provide total supply chain solutions for other related and synergistic
industries. The Group is also constantly looking out for opportunities for expansion through the acquisition of
logistics or supply chain management companies in the PRC, Hong Kong, Macao and South East Asia which
have a sizeable customer base, successful trading histories with proven track records, have good potential for
future business expansion and are willing to sell a majority stake which can create synergy with the Group’s
existing logistics business in order to have faster access and penetration of the logistics market.

The Group believes that a strong management practising international standards of corporate
governance as well as a scaleable and fully integrated IT system are crucial to support the growth of its
business. The Group values its human resources and will continue to build and develop its employees in-
house, who bring with them strong local knowledge and international-standard management skills. The Group
will constantly review its corporate governance practices to ensure they meet stakeholders’ expectations,
comply with legal and professional standards and reflect the latest local and international developments. The
Group will continue to develop and implement a common IT application in each core business across Hong
Kong, Macao and the PRC to facilitate common business practices and effective management control. These
internal control systems are implemented to facilitate the effectiveness and efficiency of its operations.

HISTORY AND BUSINESS DEVELOPMENT

CITIC Pacific first acquired an approximately 34.86% interest in the Company in 1991 which was an
unlisted public company. In 1992, CITIC Pacific further acquired the remaining interest in the Company
making it a wholly-owned subsidiary of CITIC Pacific and changed the Company’s status from a public
company to a private company.

After the acquisition, the Company was renamed “Dah Chong Hong Holdings Limited” on 10 March
1994 and the Group continued its business under the brand name of “Dah Chong Hong”. In line with CITIC
Pacific’s diversified business strategy, the Group rapidly expanded and diversified its business portfolio. For
its motor vehicle business, the Group added special purpose vehicles to its automobiles product portfolio, and
further expanded and strengthened its motor vehicle related business by venturing into the vehicle leasing
business and expanded its independent service outlets. Since 1992, the Group has been the only company in
Hong Kong subcontracted by Hong Kong Government to operate the Government’s Kowloon Bay Vehicles
Examination Centre for the inspection of goods vehicles with GVW from 1.9 tonnes to 16 tonnes and trailers.
In addition, since the opening of the Chep Lap Kok Hong Kong International Airport in 1998, the Group
has been providing franchised maintenance facilities in the airport for the airport ground support equipment
through a joint venture company with Hong Kong Dragon Airlines Ltd.
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In the food and consumer products business, the Group ventured into the down-stream frozen food retail
chain business in Hong Kong by opening DCH Food Mart in 1992, with support from the HACCP accredited
food processing centres operated by the Group. In 1998, its consumer products business achieved a significant
milestone when the Group formed a joint venture company with Shiseido Company Limited in Hong Kong,
enabling the Group to have long term participation and profit sharing in the cosmetics business.

Being an aggressive and progressive player in the automobile and food industries, the Group continued
with its organic expansion. The Group has participated in environmental projects such as the Installation of
Particulate Removal Devices for Pre-Euro Diesel Vehicles from 2003 to 2005 and was the first to introduce
a dynamometer system for testing emissions from diesel vehicles in Hong Kong which led to the Group
being selected by the HKEPD for the participation in the projects of checking and monitoring of emission of
gasoline vehicles. While in its food business, the Group further developed its business in FMCG by acquiring,
from CITIC Pacific in 2004, Sims Trading, a company providing one-stop brand building and market
penetration for FMCG brand suppliers, to capture the fast growing market for imported branded food in the
Greater China Region.

While expanding its business in Hong Kong, the Group is at the same time developing and expanding
its motor vehicle, food and consumer products business in the PRC and Macao. The Group has quickly
established regional offices in major cities in the PRC for its motor vehicle and food business of which its
food business is supported by a national distribution network that covers 38 cities spanning 4 municipalities
directly under the Central Government, 15 provinces and | autonomous region in the PRC.

Recent developments

With the opening of the automobile market in the PRC, the Group was the first Hong Kong automobile
distributor company to get approval from State Ministry of Commerce of the PRC to set up a foreign
wholly-owned company in the PRC under CEPA to conduct motor vehicles retail business in the PRC.
Since 2004, the Group has rapidly and aggressively expanded its city dealership in the PRC by establishing
a number of city dealerships in some major cities in the PRC. As at the Latest Practicable Date, the Group
had been authorised directly or through contract arrangements with local partners, to distribute in the PRC,
17 automobile marques with 29 4S outlets in 10 major cities. These distributorships include 2 national
distributorships which were granted by Bentley and Isuzu and a regional distributorship granted by Renault,
as well as 21 city dealerships. In addition, three memoranda of understanding have been entered into in
respect of three 4S outlets for Mercedes-Benz vehicles and Haima vehicles.

Riding on its successful experience in the aviation support business in Hong Kong airport, the Group
has expanded this business to the PRC in 2003 and Singapore in 2005. These services are provided by the
Group in the Beijing Capital International Airport and Shanghai Pudong International Airport through the
joint venture companies with Jb 5tz HE RSB (Beijing Air Cargo Service Department) and i)y
iz A M A (Shanghai China Eastern Enterprise Company Limited), while the services rendered in
the Changi International Airport are provided by the Group directly. In 2006, the Group was appointed and
authorised by the Airport Authority Hong Kong to provide annual inspection for all vehicles and ground
support equipment operating inside the Hong Kong International Airport before their annual re-licensing.

Capitalising on the fast growing food consumption market in the PRC, since 2003 the Group has
developed and launched approximately 76 frozen processed food products under its house brand including
DCH (KE® i) for sale in leading supermarkets and hypermarkets in the PRC. In 2003, the Group set up a
joint-venture company with edible oil storage capacity of 7,500 MT in Xinhui, the PRC for the repackaging
of edible oils. In July 2005, the Group formed a strategic joint venture with Otsuka (China) Investment Co.,
Ltd. in Xinhui, the PRC for the manufacturing of Pocari Sweat for sales in the Southern and Eastern China
and for export to Hong Kong and other South East Asian countries.
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Another milestone in the Group’s food and consumer products business is the conversion of its back-end
logistics functions into a front-end core business. With the large customer base and the global procurement
and distribution network readily available within the Group, the Group ecasily gained access to the logistics
industry and is now able to provide food supply chain management solutions and cold chain management
services to its third party customers, who are mainly FMCG manufacturers and brand owners. Despite being
a new player in the commercial logistics arena, the Group received professional recognition when it was
awarded, Best Regional Third Party Logistics Company (3PL) by the Global Institute of Logistics based in
New York in 2006, and Hong Kong Logistics Award 2006 by the Hong Kong Trade Development Council
and the Hong Kong Productivity Council. In 2005, it emerged quickly as one of the leading professional
logistics service providers in Macao where it has successfully secured contracts with S-star casino and hotels
including Wynn Macau Resort. The growing logistics business is further supported by the establishment of
the Group’s multi-function international logistics hub at Xinhui, Jiangmen measuring 479,520 square metres,
of which 116,044 square metres has been in operation since 2006 as the Group’s international standard
private bonded warechouse, domestic logistics distribution centre and repackaging centre.

Focusing on the core businesses, the Group decided not to pursue the underlying business, namely
restaurant, e-trading and some non-profitable motor trading and food production business, through its PRC
subsidiaries because of the business environment of the relevant localities. The Group is not exposed to any
legal liability from these dissolutions.

Discontinued engineering operations

On 29 June 2007, the Company’s wholly-owned subsidiary, Dah Chong Hong, sold and transferred its
entire issued and fully paid-up share capital in Dah Chong Hong (Engineering) Limited comprising 601,000
ordinary shares of HK$100.00 each to Gold Essence Holdings Corp., a wholly-owned subsidiary of CITIC
Pacific, for HK$1.00. On the same day, Dah Chong Hong assigned to CITIC Pacific a loan in the amount of
HK$32,406,232 owed by Dah Chong Hong (Engineering) Limited at the consideration of HK$32,406,232.
Dah Chong Hong further assigned to CITIC Pacific a loan in the amount of HK$12,223,833 owed by DCH
Interior Products Company Limited, a wholly-owned subsidiary of Dah Chong Hong (Engineering) Limited,
at the consideration of HK$12,223,833. The purpose of the disposal of Dah Chong Hong (Engineering)
Limited is to divest of the stand-alone building services and engineering operations not relevant to the
remaining business of the Group.

Proposed spin-off of the Group from CITIC Pacific

CITIC Pacific has concluded that the Group’s business has grown to a size sufficient to command a
separate listing and that such listing will also be beneficial to the Group for the following reasons:

. it provides flexibility to the Group in raising future funds from the capital markets to support its
growth through continuing organic expansions as well as acquisitions; and

. it enables the Group to take advantage of the significant global growth potential by attracting new
investors who are seeking investment opportunities in a conglomerate engaged in a broad range of
business.

The proposed spin-off by CITIC Pacific has complied with the requirements of Practice Note 15 of the
Listing Rules.
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CORPORATE AND SHAREHOLDING STRUCTURE

The chart below illustrates the corporate and shareholding structure of the Group immediately following
the completion of the Capitalisation Issue and Global Offering (assuming the Over-allotment Option and the
options granted under the Pre-IPO Share Option Scheme are not exercised):
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Note 1: The remaining 45% interest in Dah Chong Hong Macau Logistics Warehouse Company Limited is held by CBA
Investments Company Limited as to 35% and by two Independent Third Parties as to the remaining 10%. Other
than being a 35% sharcholder of the non-wholly owned subsidiaries of the Company as shown in the chart, CBA
Investments Company Limited is an Independent Third Party.

Note 2: The remaining 45% interest in Dah Chong Hong Macau Food Supply Company Limited is held by CBA
Investments Company Limited as to 35% and by two Independent Third Parties as to the remaining 10%. Other
than being a 35% shareholder of the non-wholly owned subsidiaries of the Company as shown in the chart, CBA
Investments Company Limited is an Independent Third Party.

Note 3: The remaining 30% interest in Dah Chong Hong-Dragonair Airport GSE Service Limited is held by Hong Kong
Dragon Airlines Ltd, who also holds a 30% interest in DAS Aviation Support Limited, a 70%-owned subsidiary of
the Company.

MOTOR VEHICLES AND RELATED BUSINESS

The Group has over 40 years of experience in the automobile industry, during which time the Group
has built a strong business goodwill and gained significant market recognition for its professionalism and
integrity in the business of trading and distribution of automobiles and the quality of services rendered, as
well as maintaining a long term relationship with its internationally renowned automobile principals. The
Group’s professionalism has gained recognition and awards from its principals such as The Commercial
Vehicles Sale Dealership Award (HK and PRC) from Isuzu, The Best MAN Commercial Vehicle Importer in
Asia Award from MAN, Global Nissan Award from Nissan and Gold Pin Award from Volkswagen.

As at the Latest Practicable Date, the Group had a strong multi-brand portfolio of 11 brands in Hong
Kong and Macao and 17 brands in the PRC comprising world renowned American, European, Japanese and
Korean automobile brands, providing a full spectrum of products for its customers. The Directors believe
that the Group has captured approximately 27% of the new vehicle market in Hong Kong in 2006, and
hence, is one of the single largest multi-brand vehicle distributors in Hong Kong in terms of number of
brands distributed. This is attributable to the Group’s extensive experiences in the automobile trading and
distribution which it has built over the past decades and the strong experienced management, sales, technical
and marketing team which the Group has.

The Group’s motto is “Customers first, service the best” (Bi% % I > lkR#2%—). Guided by this motto,
the Group never stops exploring improvements on comprehensive customer services, including setting up
of “DCH Motor Club” and a customer service call centre as a customer satisfaction monitoring system, to
cultivate customers’ loyalty to the Group through year round activities such as value added services like fuel
discount cards and DIY workshops. These strategies have proven to be successful for the Group as it is able
to maintain a large group of loyal customers with “DCH Motor Club” members exceeding 40,000 members.
The Group has also maintained over 100,000 customer records for future references. In order to maintain its
high standards of professionalism, the Group has established, showrooms and numerous service outlets with
distribution and service networks in Hong Kong and city dealerships and 4S outlets in 10 major cities in the
PRC to provide comprehensive and competitive after-sales support to car owners. The Group’s top-notch
service has won the hearts of its customers and is proven by the award of “The Most Satisfactory Car Service
Centre” in Hong Kong for 10 years according to the market survey conducted by some renowned Automobile
Magazine.

- 117 -



BUSINESS

Having the strong base of customers and successful franchised motor vehicle business experience, the
Group has expanded and developed extensive motor vehicle related businesses, in addition to the usual after-
sale services to its customers, including but not limited to motor leasing, trading of used cars, OE Parts,
accessories and environmental products, aiming at providing a one-stop shop service for its customers. The
Group’s experience in the automobile industry has led to new business opportunities in the aviation support
business over the past decade. The Group, through a joint venture company with Hong Kong Dragon Airlines
Ltd, was appointed by the Hong Kong Airport Authority to provide repair and maintenance services of airport
ground support equipment comprising mainly vehicles and special purpose vehicles operating on the airside
of the airport, such as patrol vans, passenger or crew buses, air start units, air conditioning units, catering
trucks, dollies, and ULD and meal carts. As the Group’s joint venture company has become more experienced
in the aviation business, it has expanded its service to other aviation-related business, such as repair and
maintenance of air cargo handling system and sales of aircraft tractors.

The Group’s competitiveness and strength lies in its fine-tuned operating system and policy. The Group
has been investing in computerised management system since the 1970s. It developed the sophisticated
DCH Motor System in-house together with Oracle in 2000, which is an integrated system linking the motor
vehicles, service, parts and accessories trading system to its finance system. The Group has also established
a centralised motor logistics system to manage and prepare the new vehicles efficiently before delivery to the
customers.

The following tables show each category of the motor division business of the Group as well as the
geographical breakdown of turnover, for each expressed as a percentage of the turnover of this segment for
the three years ended 31 December 2006 and the six months ended 30 June 2006 and 2007:

Turnover For the years ended 31 December For the six months ended 30 June
2004 2005 2006 2006 2007
HK$’'m % HK$'m % HK$'m % HK$'m % HK$'m %
(unaudited)

Motor Vehicle Distribution

and Dealership 5,714.5 855  4,708.3 85.1  6,859.2 89.3  3,044.6 87.8 38824 90.0
Motor Vehicle Related
Business 966.5 14.5 824.5 14.9 824.7 10.7 425.0 12.2 430.3 10.0
Total 6,681.0 100.0  5,532.8 100.0  7,683.9 100.0  3,469.6 100.0  4,312.7 100.0
Turnover For the years ended 31 December For the six months ended 30 June
2004 2005 2006 2006 2007
HKS$’m % HK$'m % HK$'m % HK$’'m % HK$'m %
(unaudited)
Hong Kong and Macao 2,649.5 39.7  2,935.6 53.1  3,028.8 394 14614 42.1  1,556.5 36.1
The PRC 3,314.2 49.6  1,905.8 344 3,764.7 49.0  1,640.9 473 2,268.9 52.6
Others 717.3 10.7 691.4 12.5 890.4 11.6 367.3 10.6 487.3 11.3
Total 6,681.0 100.0  5,532.8 100.0  7,683.9 100.0  3,469.6 100.0  4,312.7 100.0
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Set out in the map below the geographic coverage of the Group’s motor vehicle distribution in the PRC.
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Manufacture

Wholesale

Retail

The Group’s Distribution Channel for Motor Vehicles

Manufacturer

the ultimate product liabilities

Role: Trademark owner Manufactures vehicles and parts Bears

SIS

Distributor/Importer’

HK/Macao* Acura, Audi, Bentley®, Honda, Isuzu, MAN,
Nissan, Opel, Saab, UD Nissan Diesel and Volkwagen

PRC: National (Bentley, Isuzu), Regional (Renault)
Singapore: [suzu

Role: Authorised by manufacturer to establish and

to manage a distribution network in authorized territory

1. In cases where manufacturer is in foreign country, distributor also acts
as importer

2. The Group appoints dealer for Macao market

3. Negotiating for a new distributorship agreement
which territory will include HK and Macao

S

EIn areas whereno
\distributor/importer}
_jis appointed, 1
'manufacturer is to
imanage the
distribution directly

V4

Dealer (City Dealer'/4S Outlets Operator?)

E In areas where no
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' is to provide vehicle !
i and service toend 1
i user directly ;

PRC: Bentley, PRC: BJ Hyundai, DF Honda,

- Isuzu, Renault DF Nissan, DYK, FAW Audi,

FAW Mazda, FAW Toyota,

GZ Honda, Haima,
-------------------- Nissan, Qingling, SGM Buick, etc
Singapore: Opel (Commercial Vehicle)
Canada: Acura

Role: Authorised by distributor/importer to provide vehicle sales,
parts, service and conduct customer surveys in authorised territory

1. City dealer — dealership under franchise agreement

\/ 2. 4S outlet operator — dealership with purchase agreement in the PRC

End User

- 120 -



BUSINESS

Motor Vehicle Distribution and Dealership
Hong Kong and Macao

Based on the statistics of the Transport Department of Hong Kong, the Group’s sale of motor vehicles
accounted for approximately 27% of the new vehicle market in the territory in 2006. The Group has been
enjoying an increasing trend in the sales volumes and market share over the past 3 years. The Group has
developed a sizeable operational scale in Hong Kong and Macao over the past decades where, as at the Latest
Practicable Date, the Group had:

(a) 11 brands of the European and Japanese world acclaimed automobile marque distributorships for
passenger cars such as Acura, Audi, Bentley, Honda, Nissan, Opel, Saab and Volkswagen and
commercial vehicles such as Isuzu, MAN, Nissan, UD Nissan Diesel, as well as the Genuine Parts

relating to these franchised vehicles, to cater for all segments of customers;

(b) 17 showrooms to cater for its multi-brand automobile portfolio, whose locations are widely spread
out in Hong Kong and Macao; and

(c) 12 service outlets at Kowloon Bay, Ap Lei Chau, Yuen Long, Quarry Bay and Kwai Chung
districts to provide customers with comprehensive sales and after-sales services.

The Directors believe that the Group is the motor trading group offering the most comprehensive
automobile brands in Hong Kong. Such a multi-brand and multi-product strategy provides the Group with the
flexibility to meet the budget and requirements of customers from all walks of life and industries.

n o oo v

ACURA Aucdi BENTLEY HONDA
1 d"_zﬁ @_
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Set out below the history of the Group’s 11 marques of motor vehicles distributorships in Hong Kong
and Macao as at the Latest Practicable Date:

Expiry date of the
Distributorship current Distributorship

Distributorship Exclusively since Agreements

Acura Exclusive 1991 Indefinite*

Audi Non-exclusive 1990 Indefinite

Bentley* Non-exclusive 2000 Indefinite®

Honda Exclusive 1964 Indefinite*

Isuzu Non-exclusive 1973 Indefinite

MAN Exclusive 1987 Indefinite

Nissan Exclusive 1968 Indefinite*

Opel Exclusive 2004 31 December 2007**
Saab Exclusive 2004 31 December 2007**
UD Nissan Diesel Exclusive 1968 Indefinite*
Volkswagen Non-exclusive 1990 27 August 2008*
Notes:

* The territory of distribution as at the Latest Practicable Date includes Hong Kong only. The Group is currently negotiating

with Bentley for a new distributorship agreement which would include Macao.

*x The Group expects most of these distributorship will automatically be renewed after the expiry of the distributorship terms
subject to meeting the sales target or service standards.

# On 27 August 2007, the Group has received a letter of termination from the Volkswagen Group terminating the Importer
Contract executed in February 1990 and the Group will be required to cease all motor vehicle business in relation to such
brand in Hong Kong and Macao starting from 27 August 2008.

i Even though the distributorship agreements are for an indefinite period, these agreements can be terminated with 2 to 24
months advance written notice by either parties.

Pursuant to the distributorships agreements, the main obligations for the Group include the arranging
of the importation of vehicles and parts if the automobile manufacturers do not have any presence in Hong
Kong and Macao and entering into dealership agreements with dealers for the promotion, marketing and sales
of the authorised marques of vehicles as well as maintaining after sales service and support to the dealers
within Hong Kong and Macao. Due to the relatively small automobile market in Hong Kong, the Group also
acts as the dealers under these distributorship agreements for the sale of the automobile products and provides
after sales service and support to end consumers in Hong Kong, while the sale of the automobile products
in Macao is carried out through dealers appointed by the Group. Under these distributorship agreements, the
Group provides product warranties to the vehicles and parts sold by it, backed by indemnification from the
automobile manufacturers. Other than the manufacturers’ agreed price for the purchase of the automobile
products, there are no other rewards provided to the Group by the automobile manufacturers under these
distributorship contracts.

As at the Latest Practicable Date, most of these distributorship agreements were valid for an open
period. However, they may be terminated by either parties with prior written notice ranging from 2 to 24
months in the absence of any default. On termination, the suppliers have the right to repurchase any new
vehicles and parts at the price paid by the Group for such automobile inventory, subject to certain deductions
such as depreciation.
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There are two types of warranty that the Group provides to its customers for its motor vehicle
distribution business in Hong Kong and Macao, namely, product warranty and goodwill warranty. Firstly,
the product warranty is provided by the Group on behalf of the automobile manufacturers, backed by an
indemnification from the automobile manufacturers, for product defects occuring during the warranty period
which are covered by the manufacturers’ warranty policy. The coverage of the product warranty, labour hours,
labour rate and parts required for each repair job are specifically defined in the product warranty policy. The
labour rate will be reviewed by manufacturers and the Group from time to time. If there is any valid warranty
claim which falls within the warranty policy, the Group will render the necessary replacement parts and repair
services to the end customers and will then seek full cost reimbursement from the manufacturers for the parts
and labour costs incurred. Manufacturer will evaluate the submitted claim and reimburse the Group in full
the parts and labour costs in accordance with the product warranty policy. As long as the Group renders the
product warranty claim in accordance with the manufacturer product warranty policy, such claims will usually
be approved by the manufacturer since such policy is backed by an indemnification from the automobile
manufacturers. If there is any special reason where a manufacturer rejects the product warranty claim, the
Group will absorb the cost as goodwill warranty. Since costs reimbursement will usually be fully reimbursed
by the automobile manufacturers in the subsequent month after a claim for reimbursement is submitted by
the Group to the automobile manufacturers, and there is no provision made for product warranty. The entire
warranty procedures from customer request for warranty claim, workshop warranty assessment, warranty job
execution, warranty claim submission to manufacturer and reimbursement from manufacturer are all recorded
in DCH Motor System and finance system. Such costs incurred by the Group will be recognised in its books
as receivables until they are being settled by the manufacturers.

Secondly, the goodwill warranty is provided by the Group, in addition to the product warranty, to its
customers in Hong Kong. It is granted by the Group, to maintain customer loyalty and to gain customer
confidence, to cover reasonable claims on product defects or quality problems, which fall outside the
manufacturers’ warranty policy or outside the warranty period. The warranty cost provision is based on the
goodwill warranty claim history of each brand by taking into account of factors such as the age of the model
where there will be more provision for new models or new technology with no historical claim records. In
addition, the provision also includes other commitments to customers such as free maintenance program and
component replacement. Based on past years of experience and goodwill warranty claim records maintained
by the Group, the Group has defined a goodwill warranty claim policy and all the large amount warranty
claims have to be approved by experienced technical team before carrying out the repairing work. Same as
product warranty, every step in the warranty procedures were recorded in the DCH Motor System and finance
system. The commitments are given when a vehicle is sold, hence, a provision of such goodwill warranty
will be recorded in the account of the Group upon sale. The costs for rendering the repair and maintenance
services under such goodwill warranty are borne solely by the Group and there is no reimbursement of such
parts and labour costs from the automobile manufacturers. Please see “Financial information — Critical
accounting policies and estimates — (a) Provisions for warranties” for further details of accounting treatment
of goodwill warranty.

Hong Kong’s motor vehicles industry is a matured market with market size maintained at around 33,000
units to 34,400 units in the past three years. Passenger car sales accounted for the biggest portion in the
vehicle sales in Hong Kong and the annual sales volume maintained steadily at around 24,000 units to 25,500
units since 2004. In view of Hong Kong’s well-developed public transport system and high standard of living,
passenger cars are luxury good to most end consumers. As a result, motor vehicle buyers consider exterior
design, quality, performance and price as some of the important elements in making the vehicle purchase
decision. Based on the Group’s experience, luxury sedan, better specification or full options models usually
receive better responses from customers than other more economical models. Under this customer preference,
the Group expects the latest Tax Incentive programme for environmentally friendly petrol private cars would
not vastly increase the market size. However, the incentive program will encourage car buyers to purchase
environmental friendly models. Meanwhile, the sales of other commercial vehicle such as taxi, buses, light
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buses and goods vehicles were highly driven by government policy driven. In order to improve the air quality,
there were a number of subsidy or incentive programs in the past years, including the latest replacement
scheme for pre-Euro and Euro I diesel commercial vehicle, these programs encouraged the replacement
demand for commercial vehicle operators and helped to increase the vehicle sales.

For its Hong Kong vehicle distribution business, the Group plays the role of a distributor and a
dealer at the same time, as there is no industry regulatory restrictions in Hong Kong prohibiting the dual-
function as both the vehicle distributor and dealer. The Group is involved in every channel in the process
of the distribution of motor vehicles sourced from the automobile manufacturers until the delivery of the
motor vehicles to the hands of the end consumers. In this distribution process, the Group is responsible for
the logistics arrangement of the motor vehicles, currency hedging, product planning and pricing for the
territory, advertising and promotion for the brand, vehicle sales and aftersales services. In addition to the
responsibilities provided in Hong Kong, the Group has to provide supports to dealers in Macao. Given the
small market size in Hong Kong and Macao, a lot of back office functions are shared between brands, such as
accounting, human resources, IT and logistics management.

The Directors are of the view that the Group faces keen competition from other motor vehicle
distributors and parallel importers for motor vehicles of the same categories. Such competition is among
various automobile brands as each automobile brand appoints only one distributor in Hong Kong and Macao.
Please see “Business — Competition”. The Group faces other market risks in Hong Kong and Macao
such as the risks of changes in customer preference, price competition, product defect and delay in factory
production. Such market risks are similar to that faced in the PRC and overseas. Please see “Risk factors
— The Group may not be able to sustain its existing sales margin; Risk factors — Failure by the Group’s
principals or suppliers to introduce products that are accepted by the market as anticipated may cause it
to lose market share and fail to gain the anticipated economic benefits of such new products; Risk factors
— Products defects of the principals or suppliers and failure of the principals or suppliers to settle product
liability claims may adversely affect the business and results of operations of the Group and Risk factors
— Increasing competition, particularly in the PRC motor vehicle market, may have an adverse effect on the
Group’s business growth and results of operations”.

The Group’s market share in the Hong Kong passenger car sector has shown an upward trend, and the
Group sold 8,470, 9,439, 9,712, and 5,032 units of motor vehicles in Hong Kong and Macao during the three
years ended 31 December 2006 and six months ended 30 June 2007 respectively, which may be attributable
to the strong brand portfolio and the wide selection of products that the Group distributes. As at the Latest
Practicable Date, the Group represented two of the top three Japanese automobile brands, Honda and Nissan,
and represents two fast growing European automobile brands, Audi and Volkswagen, both of which have had
rising unit sales over the past 3 years. In addition, three of the products distributed by the Group are approved
for FRT reduction as they comply with the latest environmental policy issued by the Hong Kong Government.

Under its dealership umbrella, the Group also distributes commercial vehicles, in particular, trucks and
non-franchise buses. The Directors estimate the Group captures over 50% market share in the sales of these
trucks and non-franchise buses in Hong Kong and Macao. Similarly, these strong brands and wide selection
of these commercial vehicles enable the Group to offer products to suit the requirements of all industries. The
Group currently represents two of the four major Japanese heavy duty commercial vehicles, namely, Isuzu
and UD Nissan Diesel and represents one of the major European heavy duty commercial vehicle brands,
namely, MAN.
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Since 1996, the Group also sells a wide range of special purpose vehicles in Hong Kong such as
tailor-made fuel tankers, recovery vehicles, refuse trucks, airport ground support equipment, municipal and
waste handling equipment, highway and tunnel maintenance equipment, fire fighting equipment and aerial
access equipment. The sale of these special purpose vehicles and equipment is usually on a project basis. In
the past, the Group was involved in numerous major projects for supplying these special purpose vehicles and
equipment in Hong Kong, which included the projects for Hong Kong International Airport and Lantau Link.

The Group believes that it has been maintaining cost efficiency in its operation to optimise profit and
widen its sources of revenue as well as to provide the best services to its customer to achieve the highest
customer satisfaction to capture recurrent businesses from its existing customers. At the same time, the Group
continues to keep a close watch for potential new brands or new products to introduce to the Hong Kong and
Macao automobile market so as to further enlarge its market share.

PRC

The Group’s involvement in the PRC automobile business dates back since 1979. Since the opening of
the PRC market, the Group has been involved in the automobile business. The Group is the first Hong Kong
automobile distributor company to get an approval from the Ministry of Commerce of the PRC to set up a
wholly foreign-owned company in the PRC under CEPA in 2005, which enables the Group to conduct motor
vehicles retail business in the PRC. <SMm# & 458 H %) (Foreign Investment Industries Guidance
Catalogue) first introduced in 1995 and amended in 1997 (“Catalogue”) restricted foreign ownership of
companies in motor distribution business in which the Group engages. The Group has been conducting
its operations through various companies incorporated in the PRC (i.e. OPCOs) which are owned by PRC
nationals or PRC companies (i.e. the Registered Owner(s)) for the benefits of the Group by virtue of the
Contractual Arrangements set out in the section headed “Business — Contractual Arrangements” and in the
paragraph “Summary of Contractual Arrangements in respect of Certain PRC Entities within the Group”
in Appendix VI of this Prospectus. Under the Catalogue further amended in 2002, the foreign ownership
restrictions on motor distribution businesses were fully lifted in December 2006. The Group has started
the conversion in respect of two of its Contractual Arrangements for F B ir 4 HH 73 HE &1 85 IES A BR /A W
(Kunming Lianya Toyota Motors Sale and Service Limited) and FH & 5H % % A R4 7 (Kunming Heyun
Motors Trading Limited) in the fourth quarter of 2006 on a trial basis. Subject to the successful conversion of
these two trial cases, the Group expects to implement conversion for other Contractual Arrangements on the
same basis. Due to the various necessary submission and approval procedures, the conversion for the above-
mentioned companies is still in process. Please also refer to the section headed “Risk factors — Contractual
arrangements in respect of certain companies in the PRC may be subject to challenge by the relevant
governmental authorities and may affect the Group’s investment and control over these companies and their
operations”.

In 2006, PRC became the third largest motor vehicle manufacturing countries in the world. The
country also overtook Germany and Japan in terms of vehicle sales in 2006, making it the second largest
motor vehicle market, behind only the United States. With 18,480,700 cars owned privately in China in
2005, the demand for motor sales and service is enormous. Over the past three years, the Group expanded
its automobile business rapidly in the PRC to capture the rapid growth in the industry. The total number of
4S outlets opened by the Group, including its jointly controlled enterprises and associates, has increased by
16 outlets over the past three years from 13 outlets as at the end of 2003. As at the Latest Practicable Date,
the Group operated 29 4S outlets in 10 major cities in the PRC. The sale of motor vehicles by the Group
increased from approximately 12,500 units in 2004 to approximately 17,500 units in 2006.
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The Group, directly and through its local partners under Contractual Arrangements, has been appointed
as a non-exclusive national distributor for Bentley and Isuzu respectively for the whole of the PRC as well
as a non-exclusive regional distributor for Renault for Anhui, Jiangsu, Zhejiang and Shanghai. The Group
operates 21 city dealerships and has entered into three memoranda of understanding in respect of three 4S
outlets for Mercedes-Benz vehicles and Haima vehicles. The Directors further believe the Group to be the
only non-manufacturer, multi-brand national importer and distributor operating in the PRC currently. The
Group is also one of the importers for Honda, Isuzu and Volkswagen to distribute imported Genuine Parts for
the whole of the PRC.

The Directors believe that due to the Group’s expertise in managing a multi-brand automobile portfolio
in Hong Kong and Macao, many automobile manufacturers have entrusted the Group with the dealerships
in the PRC market. The Group’s multi-brand strategy and diversified brand portfolio as used in Hong Kong
and Macao has also been adopted for the PRC automobile market to cater for the budget and requirements of
customers from all walks of life. The Group has been granted city dealerships for various imported or locally
produced vehicles which among others, included Bentley, BJ Hyundai, DF Honda, DF Nissan, DYK, FAW
Audi, FAW Mazda, FAW Toyota, GZ Honda, Haima, Isuzu, Nissan, Qingling, Renault and SGM Buick.

The Directors believe that the Group has an extensive business network in the PRC to diversify the
business risk arising from unfavourable market conditions in individual cities, while maintaining an economy
of scale by operating three to four city dealerships in each major city including but not limited to cities such
as Shanghai, Guangzhou, Kunming and Zhanjiang.
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Set out below is a summary of some the Group’s non-exclusive PRC motor vehicle importerships,
distributorships and city dealerships as at the Latest Practicable Date:

Expiry date of the current
Importerships, city

Brand Territory Nature dealership and 4S outlet
Bentley Nationwide Importer and national Indefinite*
distributor
Hangzhou City dealership Indefinite*
Shanghai City dealership Indefinite*
BJ Hyundai Guangzhou City dealership Automatic renewal on
expiry until terminated
Jiangmen City dealership Automatic renewal on
expiry until terminated
DF Honda Jiangmen City dealership Note 2
Zhanjiang City dealership Note 2
DF Nissan/Nissan  Guangzhou City dealership Note 1
Shanghai City dealership Note 1
Yantai City dealership Note 2
Zhanjiang City dealership Note 1
DYK Fuzhou City dealership Note 1
FAW Audi Kunming 4S outlet operator Annual renewal
FAW Mazda Kunming City dealership Note 2
FAW Toyota Kunming City dealership Note 2
Zhanjiang City dealership Automatic renewal on
expiry until terminated
GZ Honda Guangzhou City dealership Automatic renewal on
expiry until terminated
Zhanjiang City dealership Automatic renewal on
expiry until terminated
Haima Kunming City dealership Note 3
Guangzhou (Panyu) City dealership Note 3
Guangzhou (Fangcun) City dealership Note 2
Isuzu Nationwide Importer and national Indefinite*
distributor
Qingling Beijing 4S outlet operator Annual renewal
Guangzhou 4S outlet operator Annual renewal
Kunming 4S outlet operator Annual renewal
Shanghai 4S outlet operator Annual renewal
Renault Anbhui, Jiangsu, Zhejiang, Importer and regional Note 1
Shanghai distributor
Shanghai 4S outlet operator Note 1
Nanjing 4S outlet operator Note 1
Hangzhou 4S outlet operator Note 1
SGM Buick Kunming City dealership Note 3
Notes:

Note 1: The city dealerships will expire within the next 6 months. The Group expects most of these city dealerships will
automatically be renewed after the expiry of the dealership term subject to meeting the sales target or service standards.

Note 2:  The city dealerships will expire within the next 18 months. The Group expects most of these city dealerships will
automatically be renewed after the expiry of the dealership term subject to meeting the sales target or service standards.

Note 3: The city dealerships will expire within the next 24 to 36 months.

* Even though the importership, distributorship, and city dealership agreements are for an indefinite period, these
agreements can be terminated with 2 to 24 months advance written notice by either parties.
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Regulated by the Measures for the Implementation of the Administration of Branded Automobile
Sales (VAHL M8 54 B E i Fi%), the role and duty of every party in the vehicle distribution process,
from the manufacturer, the distributor to the dealer, are well defined. Due to the extensive coverage of
dealership network, manufacturers are usually involved in the distribution as well, and will also occasionally
be involved in the dealership role. As the distributorship role is usually taken up by manufacturer directly,
individual operators are mainly involve of in the dealership business. In order to cover all potential customers
in such a large country, manufacturers will appoint more than one dealerships in the same territory, thus a
dealership has to face competition from dealerships of other brands and even dealership of the same brand.
Unlike Hong Kong market, there may also be competition from dealerships in nearby territories. As at the
Latest Practicable Date, there were three business models in which the Group carried out its automobile
business in the PRC. Firstly, pursuant to the national or regional distributorship agreements for Bentley,
Isuzu and Renault, the main obligations of the Group include arranging of the importation of vehicles and
parts to the PRC market if the automobile manufacturers do not have any presence in the PRC. The Group is
primarily responsible for the promotion, marketing and sales of the authorised marques of vehicles as well
as maintaining after sales service and support to the dealers within the PRC for Bentley and Isuzu brands or
within Anhui, Jiangsu, Zhejiang and Shanghai for Renault. With the approval of manufacturers, the Group
has the right to appoint dealers within these territories for sale of the automobile products and provides after
sale service and support to end consumers. Under these distributorship agreements, the Group provides
product warranties for the vehicles and parts sold by it, backed by the indemnification from the automobile
manufacturers. Other than the manufacturers’ agreed price for the purchase of the automobile products, there
are no other rewards provided to the Group by the automobile manufacturers under these distributorship
contracts. As at the Latest Practicable Date, two out of three of these distributorship agreements, namely,
Bentley and Isuzu were valid for an open period. However, they may be terminated by either parties with
prior written notice ranging from 2 to 24 months in the absence of any default. On termination, the suppliers
have the right to repurchase any new vehicles and parts at the price paid by the Group for such automobile
inventory, subject to certain deductions such as depreciation.

Secondly, pursuant to the various city dealership agreements, the Group must source the supply of
the authorised marques automobiles from the distributor or manufacturer for sale and after sale service and
supports to end-consumers within the agreed locations through the 4S outlets established by the Group. Under
these city-distributorship agreements, the Group provides product warranty services to the end consumers on
behalf of the distributor or manufacturer according to the dealership agreement. Other than the manufacturers’
agreed price for the purchase of the automobile products, there will be rewards or rebate if the Group achieves
the sales target, service requirements or other requirements set out by the distributor or the manufacturer.
As at the Latest Practicable Date, most of the city dealerships are valid for a specified period and may be
terminated by either party with prior written notice ranging from 2 to 24 months in the absence of any default.
Such city-dealerships may be terminated if the Group does not meet the agreed sales targets or the required
service standard. On termination, the automobile distributors have the right to repurchase any new vehicles
and parts at the price paid by the Group for such automobile inventory, subject to certain deductions such as
depreciation.

Thirdly, in acting as a 4S outlet operator, the Group has similar obligations as a city dealer for the sale
and after sale service and supports of the authorised marques automobiles to end consumers. However, such
arrangements were governed by the annual purchase agreement with distributor or manufacturer, which will
be renewed annually.
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The Group provides product warranty service in the PRC on behalf of the automobile manufacturers,
backed by an indemnification from the automobile manufacturers, for product defects occuring during the
warranty period which are covered by the manufacturers’ warranty policy. The coverage of the product
warranty, labour hours, labour rate and parts required for each repair job are specifically defined in the
product warranty policy. The labour rate will be reviewed by manufacturers and the Group from time to
time. If there is any valid warranty claim which falls within the warranty policy, the Group will render
the necessary replacement parts and repair services to the end customers and will then seek full cost
reimbursement from the manufacturers for the parts and labour costs incurred. Manufacturer will evaluate
the submitted claim and reimburse the Group in full the parts and labour costs in accordance with the
product warranty policy. As long as the Group renders the product warranty claim in accordance with the
manufacturer product warranty policy, such claims will usually be approved by the manufacturer since
such policy is backed by an indemnification from the automobile manufacturers. If there is any special
reason where a manufacturer rejects the product warranty claim, the Group will absorb the cost as goodwill
warranty. Since costs reimbursement will usually be fully reimbursed by the automobile manufacturers
in the subsequent month after a claim for reimbursement is submitted by the Group to the automobile
manufacturers, and there is no provision made for product warranty. The entire warranty procedures from
customer request for warranty claim, workshop warranty assessment, warranty job execution, warranty claim
submission to manufacturer and reimbursement from manufacturer are all recorded in DCH Motor System
and finance system. Such costs incurred by the Group will be recognised in its books as receivables until they
are being settled by the manufacturers.

Due to the vast automobile market in the PRC which was recently opened to overseas brands, the Group
aims to capture such potential growing markets and to achieve higher sales volume by sourcing new city
dealerships from major brands which have yet to be introduced to the PRC market. In addition, the Group
intends to open and/or acquire additional city dealerships, especially in the Pearl River Delta and the Yangtze
River Delta regions, to expand its sales network and enlarge its sales volume and market share in the PRC
market. The expansion strategy of acquisition of companies with city dealership has proven to be successful
as it allows quicker access to the PRC automobile markets.

In the PRC, despite keen price competition, motor vehicle buyers also consider the quality and
aftersales services in making vehicle purchase decision. In addition, given the large market size, the market
is able to accept a greater variety of brand and products than small market such as Hong Kong. The Group’s
city dealership business is mainly focus on the retail aspect in the vehicle distribution process, which a
manufacturer or distributor delivers the vehicles directly to the city dealer, and the Group, as a city dealer,
is only responsible for selling the motor vehicles to end consumers, providing aftersales services and doing
local advertising and promotional activities for the dealership. Due to the scaleable and geographical setup
where there are more than 3 city dealerships in one city, the Group has established a regional office in each
of Shanghai, Guangzhou, Kunming and Zhanjiang to manage the performance of the city dealership and
to explore for other business development opportunities. While in the distributorship business, the Group
performs similar functions as that rendered in Hong Kong and Macao except for the selling of motor vehicles
and providing of aftersales services to end consumers, where such services are handled by the city dealers
appointed by the Group with the approval from automobile manufacturers. For such distributorship and
importership such as Bentley, Isuzu and Renault, the Group plays a key role in promoting the franchise in
the territory, such as the involvement in driving brand building strategy, product line up strategy and pricing
strategy. As the world top 11 vehicle manufacturers and top 50 parts manufacturers have already established
product lines in the PRC, the imported vehicle market is mainly for niche products, which comprise of luxury
sedan and super sportscar in passenger car market and high-tech heavy duty truck in commercial vehicle
market. Since there are advance technology and highly skilled craftsmanship involved in producing these
niche models, it is not practically for manufacturer to setup product line in the PRC and thus these products
have to be imported to the PRC through importers which have a presence in the PRC, such as the Group.
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Based on the Directors’ industry knowledge in the PRC, the Group faces keen competition among other
dealers distributing the same brand, as well as other brands within the authorised territory, since there are
usually multiple dealers for each brand within the authorised territory. Please see “Business — Competition”.
The Group faces other market risks similar to those found in Hong Kong and Macao such as the risks of
changes in customer preference, price competition, product defect, delay in factory production. Please see
“Risk factors — The Group may not be able to sustain its existing sales margin; Risk factors — Failure by
the Group’s principals or suppliers to introduce products that are accepted by the market as anticipated may
cause it to lose market share and fail to gain the anticipated economic benefits of such new products; Risk
factors — Products defects of the principals or suppliers and failure of the principals or suppliers to settle
product liability claims may adversely affect the business and results of operations of the Group and Risk
factors — Increasing competition, particularly in the PRC motor vehicle market, may have an adverse effect
on the Group’s business growth and results of operations”.

In order to maintain its competitiveness and profitability, the Group utilises synergy value to enhance
the efficiency and cost effectiveness of its existing dealerships by building a number of city dealership in
each major area of its network. It plans to achieve growth by expanding the number of city dealerships with
a target to add on average 6 city dealerships annually in the next 3 years through merger and acquisition
exercises and strategic partnerships. As at the Latest Practicable Date, the Group has yet to identify any
potential targets for acquisition. Nonetheless, among other criteria, the Group will consider potential targets
based on reasonable return on earnings, quality of automobile marquee, potential and sustainability of the
vehicle purchasing power in the authorised territory, competitive advantage in the territory enjoyed by the
potential target and the potential to further enhance its profitability after acquisition as well as target’s profit
history and customer base to generate recurring business for the Group. Such a strategy has proven to be
successful and beneficial to the Group as it has previously enjoyed enhanced profitability in a short period
of time. As such, more resources will be allocated to expand city dealerships through merger and acquisition
exercises in order to sustain growth of its motor vehicle distribution business in the PRC. Please see “Future
plans and use of proceeds”.

Likewise, the Group intends to continue to optimise profit and widen its sources of revenue as well as
to provide the best service to its customers to achieve the highest customer satisfaction to capture recurrent
businesses from its existing customers as well as to expand into used car business.

Overseas

Other than Hong Kong, Macao and the PRC, as at the Latest Practicable Date, the Group also secured
city dealerships to sell and distribute franchised vehicles and conducted similar operations and business
strategies in Singapore and Canada as those conducted in Hong Kong, Macao and the PRC.

As at the Latest Practicable Date, in Singapore, the Group was the distributor of Isuzu for the whole
of Singapore and a dealer of Opel commercial vehicles and was one of the top 5 dealers in the goods vehicle
and bus markets. As at the Latest Practicable Date, in Canada, the Group had an Acura city dealership in
the territory of Richmond and had been one of the top 5 national dealers in terms of unit sales for the Acura
dealership since 2002. Distributorship of Isuzu in Singapore is similar to the distributorships for other brands
of motor vehicles in Hong Kong while the dealerships for Opel commercial vehicles in Singapore and the
Acura dealership in Richmond, Canada is similar to the city dealerships in the PRC.

- 130 -



BUSINESS

MOTOR VEHICLE RELATED SERVICES

Below are some of the motor vehicle related services which the Group believes to be the extension of
the core motor vehicle business of the Group:

(a) Independent service outlets

As at the Latest Practicable Date, the Group operates independent service outlets in Hong Kong
to provide vehicle maintenance and repair services for all brands of vehicles not returning to the
franchised dealers for services, which also provided body repair and paint services for direct access
to all customers requiring repairs and paint work due to car accidents. Service centres of the Group in
Kowloon Bay, Quarry Bay and Yuen Long were designated by the Transport Department of Hong Kong
as the designated car testing centres for the inspection of private cars and light goods vehicles which
the Group accounted for approximately 23% to 29% of the total number of vehicles inspected by all the
22 car testing centres in Hong Kong over the three years ended 31 December 2006 and the six months
ended 30 June 2007. Since 1992, the Group is the only company in Hong Kong subcontracted by Hong
Kong Government to operate the Government’s Kowloon Bay Vehicles Examination Centre for the
inspection of goods vehicles with GVW from 1.9 tonnes to 16 tonnes and trailers.

(b) OE Parts trading

As at the Latest Practicable Date, the Group traded and distributed more than 40 top brands of
accessories and OE Parts in Hong Kong and Macao to meet the requirements of the Group’s customers
from different market segments. It is the agent for Yokohama tyres and FB batteries in Hong Kong and
Macao.

The Group had developed and launched since mid 2006 its self-owned brands of lubricants,
batteries, wiper blades and filters, which were manufactured for the Group by third party sub-
contractors appointed by the Group in the PRC, Malaysia and South Korea, for the Hong Kong, Macao,
PRC and overseas markets. The Group will continue to source good quality vehicle spare parts and
accessories from the PRC and other countries which have low labour costs for the overseas markets.

(¢) Motor leasing

Established in 1992, the Directors believe, as at the Latest Practicable Date, the Group is the
largest motor leasing services provider in Hong Kong with over 1,000 vehicles as well as through third
party contractors van operators to provide the following services:

(i) long and short-term leasing;

(i1)  hire car and limousine services;

(iii) van services; and

(iv) transportation services for major official events and conferences held in Hong Kong such as
the Equestrian Event in 2007.
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These services are mainly provided to construction companies, mass media and telecommunication
companies, financial institutions and various Government departments of Hong Kong as well as
individual customers. The Group’s vehicle pool has a rent-out-rate of over 93% while its van services
receive on average, 22 appointments per month per vehicle, or in aggregate, over 10,000 appointments
per month.

In Beijing, the Group has formed jointly controlled entities with iz E ¥ /A (COSCO) and k.
o M R L B IS AT B R (Beijing Zhongyuan Toyota Motors Sale and Service Limited), since
September 2006, to develop the car rental and leasing business in Beijing. As at the Latest Practicable
Date, the joint venture company had a fleet size of over 250 vehicles and will expand to set up an
extensive leasing network in the major cities in the PRC in the near future.

The joint venture was established through the incorporation of a joint venture company, namely,
demmKEREMRERRAR (COSCO — DCH (Beijing) Motor Leasing Company Limited). The
Group has a 50% interest in the joint venture company and has the right to appoint such number of
directors to the board which is commensurate with its shareholdings. Neither the Company nor the joint
venture partners has absolute control over the joint venture company. For further details of this joint
venture company, please see Appendix I to this Prospectus.

(d) Used car trading

In Hong Kong, the Group has an exhibition hall of over 4,000 square meter as at the Latest
Practicable Date, which is widely acknowledged as a reliable and trustworthy pre-owned car-trading
platform for vehicle owners and potential buyers. Since 2004, the Group’s used car trading division has
been distinguishable from the other used car traders as the Group also maintains a website to monitor
and support pre-sale and after-sales enquiries from its customers. In addition to sourcing the used cars
owned by the Group mainly from its motor leasing business, the Group also sources 40% of the quality
used cars on a consignment basis as well as absorbing trade-in vehicles from new car sales. With the
successful business model in Hong Kong and the deregulation in the PRC used-car market, the Group
believes that used car trading is an area for expansion for its PRC business.

(e) Environmental and Engineering businesses

With the increasing public concerns regarding environmental pollution attributable to vehicles’
exhaust system and as part of its social responsibilities to the society, the Group has participated in the
following two environmental projects:

(i) Exhaust reduction programme. As the distributor of the Engelhard diesel catalysts in
Hong Kong, the PRC and the South East Asia region, the Group was appointed by the
Hong Kong Government as one of the official contractors to carry out the “Installation of
Particulate Removal Devices for Pre-Euro Diesel Vehicles” during the periods from 2003 to
2005, which the Group estimated to have captured approximately 73% market share of the
sale of the diesel catalysts. The Group will continue to work with franchised bus companies,
operators of heavy mobile equipment, construction equipment and ferries for retrofitting
exhaust filters in Hong Kong. There is also a great potential for sales in the PRC, Taiwan
and Bangkok where similar vehicle exhaust reduction programmes have been tried.
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(i) Exhaust pollution monitoring system. Being the first to introduce a dynamometer
system for testing emission from diesel vehicles in Hong Kong, the Group has recently
been carrying out various projects together with HKEPD in the checking and monitoring of
emissions of gasoline vehicles. These projects include the consultation projects in relation
to the Supply and the Set Up of an On-board Vehicle Emissions Analysing System for
Measuring Gaseous Pollutants to HKEPD and the provisions of services for Road Side
Measure of Exhaust Emissions From In-use Vehicles Using Remote Sensors awarded by
HKEPD, both of which aim to strengthen the control of emissions from petrol and liquefied
petroleum gas vehicles through the use of roadside remote sensing equipment.

The Group is an approved specialist contractor of the Hong Kong Government for the installation
of various engineering and mechanical equipment such as garage equipment and diesel generators in
Hong Kong. It also designs, fabricates and modifies airport special purpose vehicles including recovery
vehicles, catering trucks, airport vehicles and group support equipment for use in Hong Kong and the
PRC markets.

(f) Airport and aviation support business
As at the Latest Practicable Date, the Group held various local and international airworthiness

standards in various airports which enabled it to operate a wide range of airport and aviation support
businesses:

Airworthiness
Airport standards approval Issued by Expiry date
Beijing Capital CCAR-145 General Administration of Shall continue
International Airport Civil Aviation of China in effect unless
revoked
FAR-145 Department of Transportation 31 December
Federal Aviation 2007
Administration of United
States of America
Changi International SAR-145 Civil Aviation Authority of 31 March
Airport in Singapore Singapore 2008
FAR-145 Department of Transportation 30 November
Federal Aviation 2007
Administration of United
States of America
Chep Lap Kok Hong Kong HKAR-145 Hong Kong Civil Aviation 6 July 2008
International Airport Department
FAR-145 Department of Transportation 29 February
Federal Aviation 2008
Administration of United
States of America
Shanghai Pudong CCAR-145 General Administration of Shall continue
International Airport Civil Aviation of China in effect unless
revoked
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These services include:

(a) the provision of the franchised maintenance facility in the airport for the airport ground
support equipment and unit load devices, which the Group has operated through a joint
venture company with Hong Kong Dragon Airlines Ltd in the Chep Lap Kok Hong
Kong International Airport since 1998. Pursuant to such franchised maintenance facility,
the Group, through the joint venture company, is authorised by the Hong Kong Airport
Authority to provide repairs and maintenance services of airport ground support equipments
comprising mainly vehicles and special purpose vehicles operating in the airside of the
airport such as patrol vans, aircraft tractors, passenger or crew buses, air start units, air
conditioning units, catering trucks, dollies, and ULD as well as the repairs and maintenance
services of ULD and meal carts repair to airlines for an initial period of 10 years, which
term is extended to a further period of 5 years up to 2013. The franchised maintenance
facility is operated on a parcel of land within the Chep Lap Kok Hong Kong International
Airport, which is leased from the Hong Kong Airport Authority; and

(b) the provision of repairs and maintenance services of unit load devices in the Chep Lap Kok
Hong Kong International Airport and in the Changi International Airport in Singapore,
through joint venture companies with Nordisk Asia Pacific Pte. Ltd, and through a joint
venture company with Jt5tfizE BN EH (Beijing Air Cargo Service Department), in
Beijing Capital International Airport as well as through a joint venture company with I
HJ7 it 22 %A BR/A Al (Shanghai China Eastern Enterprise Company Limited), in Shanghai

Pudong International Airport.

The joint venture mentioned in paragraph (a) above was established through the incorporation of a
joint venture company, namely, Dah Chong Hong-Dragonair Airport GSE Service Limited. The Group
has a 70% interest in the joint venture company and has the right to appoint a majority of directors to
the board.

The Hong Kong joint venture mentioned in paragraph (b) above was established through the
incorporation of a joint venture company, namely, DAS Nordisk Limited. The Group has a 70% interest
in the joint venture company and has the right to appoint a majority of directors to the board.

The Beijing joint venture mentioned in paragraph (b) above was established through the
incorporation of a joint venture company, namely, Jt50JBURK B i 2= 345G IR/A R (DAS Nordisk
Phoenix Aviation Equipment Limited). The Group’s effective interest in the joint venture company is
24.5% and it has the right to appoint such number of directors to the board which is commensurate with
its shareholdings. Neither the Company nor the joint venture partners has absolute control over the joint
venture company.

The joint venture partners mentioned above are all reputable market leaders in their respective
industry which the Group believes would bring synergies to the joint venture companies.

The Shanghai joint venture mentioned in paragraph (b) above was established through the
incorporation of a joint venture company, namely, | ¥ E /i 4% Hi E 3% 4 A BR/A 7 (Shanghai China
Eastern Aero-Equipment Engineering Co., Ltd.). The Group’s effective interest in the joint venture
company is 24.5% and it has the right to appoint such number of directors to the board which is
commensurate with its shareholdings. Neither the Company nor the joint venture partners has absolute
control over the joint venture company.
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For further details of these joint venture companies, please see note 18 of Appendix I to this
Prospectus.

As at the Latest Practicable Date, the Group was also the sales agent of Schopf aircraft tow
tractors and spare parts distributor and designated repair station of Ancra Aircraft cargo handling
system, and to fabricate dollies and steps for aviation customers in Hong Kong. Since 2006, the Group
was authorised by Airport Authority Hong Kong to provide annual inspection for all vehicles and
ground support equipment operating inside the airport before their annual re-licencing.

The fast growing aviation industry in the PRC and the realisation of the importance of quality
requirements in the industry has provided the Group with potential business growth in the aviation
support business. The Group believes its core competence and quality system will assist its expansion in
this industry especially in new diversified businesses such as asset management which encompasses the
management and leasing of aviation equipment such as ULD, pallets and GSE to airlines.

FOOD AND CONSUMER PRODUCTS

The Group’s trading and distribution of food and consumer products is operated under two companies,
Dah Chong Hong and Sims Trading, both of which are well-known in the industry in Hong Kong and
increasingly recognised in the PRC. As at the Latest Practicable Date, the Group has a diversified product
portfolio in the food distribution business where it was involved in the distribution of over 500 food
commodities, and approximately 700 FMCG products. It was also involved in the downstream retail
operations by running DCH Food Mart and DCH Food Mart Deluxe outlets in Hong Kong. This is supported
by the Group’s modern and hygienic food processing centres with HACCP accreditation granted by SGS
Hong Kong Limited, which certification is valid up to 2 November 2009. Consistent with the Group’s multi-
brand trading strategy, the Group is also the exclusive distributor for 15 brands of electrical appliances as
well as 14 brands of cosmetics in Hong Kong and Macao.

The Group’s competency and competitive advantage in the food and consumer products business,
through Dah Chong Hong, are attributable to its over 50 years of extensive experience in dealing with the
consumer market and spending behaviour as well as the extensive customer distribution and international
supplier networks and relationships it has developed, supported by its strong logistics network.

The Directors are of the view that led by a professional and experienced management team who
possesses in-depth industry knowledge and international trading experience, the Group has established strong
integrated distribution platforms to serve the Group’s customers in Hong Kong, Macao and the PRC for the
food service industry, retail industry and wholesale channels. It is also capable of managing its overseas
business in Japan, Singapore and Canada, which mainly provides procurement and sourcing support to the
Group’s main business operations.

Riding on its successful experience in the Hong Kong market, the Group’s immediate expansion

strategy is to strengthen its distribution platforms in the PRC and Macao in order to capture the rapid growth
in these two markets.
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The following tables show the breakdown of each category of the food and consumer products business
of the Group as well as the geographical breakdown of turnover, for each expressed as a percentage of the
turnover of this segment for the three years ended 31 December 2006 and the six months ended 30 June 2006
and 2007:

Turnover For the years ended 31 December For the six months ended 30 June
2004 2005 2006 2006 2007
HK$’'m % HK$'m % HK$'m % HK$'m % HK$'m %
(unaudited)
Food Products 4,204.1 89.9 42358 87.9 42297 838 19159 83.8  2,180.8 85.0
Electrical Appliances
Products 3973 8.5 435.6 9.0 522.6 10.4 260.0 11.4 254.6 9.9
Other General Trading 76.4 1.6 150.1 3.1 294.8 5.8 108.8 4.8 131.9 5.1
Total 4,677.8 100.0  4,821.5 100.0  5,047.1 100.0  2,284.7 100.0  2,567.3 100.0
Turnover For the years ended 31 December For the six months ended 30 June
2004 2005 2006 2006 2007
HKS$’'m % HK$'m % HK$'m % HK$'m % HK$'m %
(unaudited)
HK and Macao 2,615.0 559 2,620.1 543 2,602.2 51,5 1,235.8 541 1,306.8 50.9
The PRC 1,477.4 31,6 1,604.4 333 1,796.0 35.6 738.1 32.3 937.8 36.5
Others 585.4 12.5 597.0 12.4 648.9 12.9 310.8 13.6 322.7 12.6
Total 4,677.8 100.0  4,821.5 100.0  5,047.1 100.0  2,284.7 100.0  2,567.3 100.0

A. Food segment
Hong Kong and Macao
(a) Trading and distribution

The Group, through Dah Chong Hong, has been a major food supplier to the Hong Kong and
Macao market for over 50 years for over 500 food commodities including frozen meat, frozen poultry,
frozen seafood, chilled meat, edible oils (including house brands such as Gold Seal and Tripod),
agricultural products and grocery products sourced from 39 countries. Other than food commodities,
the Group distributes over 70 brands of FMCG with approximately 700 types of prepackaged food,
beverage, wines and healthcare products sourced from 28 countries. The distributorship contracts for
FMCG are generally of one-year to three-year terms and are subject to termination by the Group or the
principal with prior written notice in accordance with terms mutually agreed upon.
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Some of the food commodities distributed by the Group are:

Product Group Brand Country of Origin
Beef Alliance, Seara, Tyson New Zealand, Brazil, US
Poultry Sadia, Seara, Tyson Brazil, US

Pork Sadia, Seara, Golden Spot Brazil, China

Seafood Sealord, Talley’s New Zealand
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Product Group Supplier Country of Origin
Edible oil Cape Oil & Margarine (pty) Ltd. ~ South Africa
Sugar TS Corporation, Samyang Corp.  South Korea

ED & F Man Asia Pte Ltd.

Soybean & feedstuff Semences Prograin Inc.
Thompsons Ltd.

W

Australia

Canada

GAPE DIL & MARGARINE Ts

ED&F samyangs s

MAN
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Some international brands of FMCG distributed by the Group include:

Product Group Brand Country of Origin
Beverage Ovaltine UK
Pocari Sweat Japan
Twinings UK
Confectionery Almond Roca us
Sauce Hunt’s uUs
Dairy Lurpak Denmark
Pasta Barilla Italy

YWINING¢

oF LORDow

QWN &y,

ALMOND ROCAI

BUTTERCRUNCH

SABL
LURPAK’
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As at the Latest Practicable Date, the Group had a comprehensive distribution network in Hong
Kong and Macao, serving a broad customer base, which generated recurring businesses to the Group on
a daily basis since more than 50 years ago. The Group distributed to over 5,000 customers including:

Classification

Name

fast food and restaurant chains

airline catering industry

hotels

food manufacturers

retail chains

drug stores

convenience store chains

department stores

Y Foonm
=

.
THE FEMIMSULA ]
FHG KQHI SHARGRI-LA ASWA LIMITED

H

DETF &
'H:Il'j.iﬂt#
= wellcome

el

mannings i

| 7] moxin
citysuper JUEO

The Group also supplies its food products to independent drugstores, wholesalers and gas stations.
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The Group’s food business operating mode in Hong Kong is encompassing as it covers segments
such as wholesale, food service, retail and food processing with strong support from the Group’s
solid logistics platforms. The encompassing business model of the Group in Hong Kong and Macao is
evolved from the ever changing consumer taste or preference for food commodities and FMCG. The
increasing trend towards health, diet control, and functional food consumption has boosted the Group’s
sales of food commodities such as seafood and lean meat, as well as FMCG beverages that come with
added minerals or less sugar. On food service, the limited space and rising rental in Hong Kong and
Macao have driven food service operators to outsource food preparation processes to food distributors
such as the Group, in order to squeeze more space to seat diners by trimming down the size of their
kitchens, thereby bringing additional business opportunities for the Group’s HACCP-accredited food
processing business. Most of the food distribution channels in Hong Kong are handled directly by
the Group, including but not limited to food manufacturers, wholesalers, retailers, and food service.
For the Group’s food commodities distribution business, wholesalers constitute an important channel
for the Group to enable a wide product distribution coverage. Food service is another core segment
in which customers are relatively more demanding on product specifications and service standards
than other customers. For FMCG product, retail customers, especially retail chains, which are the
core customers, the Group has built dedicated sales and marketing team for effective management. In
addition, the Group also appoints wholesalers to help to distribute to some non-chain retail customers or
retail customers who are remotely located. In both food commodities and FMCG, the trend is to move
towards more direct sales to food service customers.

Other than distributing products to a wide array of customers, the Group also runs its own food
retail arm comprising Food Mart and Food Mart Deluxe outlets. The Group’s food processing operations
lend further support by adding processed food products to suit the customers it serves, especially food
service and retail. To the best of the Directors’ belief, such a diverse and in-depth operating mode
enables the Group to cover most of the distribution channels, have direct control and feel of the market,
and facilitate the formulation and implementation of business strategies to uphold the Group’s dominant
position in the market.

The market for food commodities and FMCG in Hong Kong is highly competitive and mature
due to the long history of market development and relatively few restrictions of market entry. Barrier of
entry is not prohibitively high such that while big players enjoy competitive advantages built on their
financial strengths and established networks, small players can survive by, for example, positioning
themselves in niche markets, providing tailored services, and reacting to market changes in relatively
shorter time. The operating environment in Hong Kong is characterised by fewer regulatory measures
compared with that in the PRC, and it is easy for suppliers or brand owners to launch new products
or test market in Hong Kong. Please see “Business — Competition”. As a result of the numerous
new products that crop up in the market, customers’ receptiveness of new products rises, preferences
change fast, and product life cycles tend to get shorter. This intensifies the pressure for new product
introduction and increases the risk of stock obsolescence if demand for a product falls sharply after the
fad is gone. Please see “Risk factors — The Group may not be able to sustain its existing sales margin;
Risk factors — Failure by the Group’s principals or suppliers to introduce products that are accepted
by the market as anticipated may cause it to lose market share and fail to gain the anticipated economic
benefits of such new products; Risk factors — Products defects of the principals or suppliers and
failure of the principals or suppliers to settle product liability claims may adversely affect the business
and results of operations of the Group; Risk factors — The Group faces inventory obsolescence risk
and Risk factors — The food and consumer products markets in the Hong Kong and Macao are highly
competitive and any findings or rumour of tainted food may lead to a halt in the demand of a particular
product offered by the Group”.
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(b)  Retail operations — DCH Food Mart/DCH Food Mart Deluxe frozen food retail chain

Being a diversified and aggressive business player in the food industry, the Group has since 1992
ventured into a down stream frozen food retail chain business in Hong Kong known as DCH Food
Mart. Through its 15 years of operating history, DCH Food Mart has built up its reputation and is well
recognised as the leading frozen food retail chain in Hong Kong.

In 2006, more than 50% of the products sold in DCH Food Mart were frozen and chilled food as
supplied by the Group’s upstream business as mentioned above. Other products sold in DCH Food Mart
are groceries, dried seafood, canned food, drinks and seasonings. As at the Latest Practicable Date, the
Group had 52 retail outlets including 48 DCH Food Mart outlets for the mass market and 4 DCH Food
Mart Deluxe outlets which carry premium gourmet food products. Distinguishable from other frozen
food retail outlets, DCH Food Mart and DCH Food Mart Deluxe aim to further reinforce its position as
a supplier of high quality and hygienic food products to nurture its current pool of loyal customers with
a view to attracting more new customers in the long run. As at 30 June 2007, there were over 150,000
members of “DCH Food Mart Membership Club” established in 1998 and “Epicure Membership
Club” for DCH Food Mart Deluxe established in April 2007, to offer privileged benefits to their loyal
customers, such as 5% discount for purchases at the DCH Food Mart and DCH Food Mart Deluxe
outlets, home delivery services as well as a gift redemption program.

Set out below is a map showing the coverage of the Group’s DCH Food Mart and DCH Food
Mart Deluxe outlets:

Ratall Notwork of
DCH Food Mart and
DCH Foad Mart Daluxs

& podl of BT sdnss
R0 Jype 2O0T
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Leveraging on its economies of scale in the food industry and to better cater for its customers’
needs, DCH Food Mart also runs a hygienic, HACCP system accredited food processing centre to
supply a wide range of value-added and house brand products, which contributed approximately 40% of
total sales turnover of DCH Food Mart in 2006.

In 2006, DCH Food Mart was awarded “Hong Kong Top Service Brand” which assessed a
candidate in the service industries based on its reputation in Hong Kong, the PRC and overseas,
distinctiveness of the services, innovation, quality, image and environmental performance, and “The
Most Popular Service Brand On-line”, which is based on the popularity of the brand through an
online public polling during a specified time frame, jointly organized by the Chinese Manufacturers’
Association of Hong Kong and the Hong Kong Brand Development Council in recognition of its
excellent customer service in the food retail market.

PRC
Trading and distribution

In the PRC, the Group has a broad national distribution network with regional offices in Shanghai,
Guangzhou and Beijing operating a national distribution network that covers 38 cities spanning 4
municipalities directly under the Central Government, 15 provinces, and 1 autonomous region in the
PRC, selling a wide range of food commodities and FMCG products. Due to this unique capability and
competitive position, the Group has the capacity to provide comprehensive food supply chain solutions
to its customers and principals.
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Some of the food commodities represented by the Group are frozen meat, frozen seafood, frozen
vegetables from Australia, Brazil, Japan, New Zealand, the PRC, and the United States. Leveraging
on its supplier network and procurement expertise, the Group distributes over 150 food products in
the PRC, sourced from approximately 13 countries. Through its food processing centres, the Group
also repackages and processes food commodities according to HACCP and ISO9001: 2000 standards.
Currently, the Group has developed and launched approximately 76 frozen processed food products
under its house brand of DCH (K& & ). These products are sold in the leading supermarkets and
hypermarkets in the PRC. The Group also has a joint-venture company, namely, 7LI"] E % it 5 A FRA
7] (Chang Yun Oil Products Co., Ltd.) with edible oil storage capacity of 7,500 MT for repackaging
and processing of edible oil in which the Group has 50% sharcholding held through Contractual
Arrangement. The rights and obligations of the Group as a shareholder will be subject to the articles
and memorandum of association of the joint venture company. The joint venture was specifically
established to carry out the relevant business.

Below is a map which shows the Group’s food product distribution coverage in the PRC.
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As at the Latest Practicable Date, some international brands of FMCG distributed by the Group
included:

Product Group Brand Country of Origin
Confectionery Almond Roca US
Ferrero Italy
Soup Campbell’s usS
Infant formula milk powder Wyeth Us
Beverage Lipovitan Japan
Pocari Sweat Japan
Twinings UK
Sauce OK/Colman’s UK
Tabasco us
QOWNET
o . A
ONDR FERRERO
BUTTERCRUNCH
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Benefiting from its national distribution network, as at the Latest Practicable Date, the Group was
able to attract distributorships from internationally-renowned FMCG suppliers and to distribute branded
FMCG on a large scale to a wide range of retail channels including:

Classification Name

hypermarkets Carrefour
T

department stores J U EO
e

w3
PARKSON
14

supermarket chains m

-

H

HERT

convenience stores

LAWSUON

The Group also supplies internationally-renowned FMCG to other wholesalers.

With the liberalisation of the domestic food market with reducing import duties since the PRC
became a member of the WTO, as well as the increasing expenditure of urban households on food in the
PRC, sales of quality and hygienic food products, especially imported FMCG products, have increased.
The main distribution channels for frozen, chilled and packaged food in the PRC remain wholesale
and retail markets such as supermarkets, hypermarkets, grocery, fast food chains, convenience stores,
restaurants and hotels. Due to the huge territory to cover, the Group leverages on wholesalers in addition
to using its own sales teams to maximise market penetration in the PRC. This is more cost effective
and faster than building entirely self-owned and self-managed distribution network in a far reaching
and fast changing market like the PRC. In the case of food commodities, wholesale plays an important
part in the Group’s distribution network. This is supported by the Group’s direct sales to food service
customers for better understanding of their needs and providing better services. With regard to FMCG,
retail customers, especially retail chains, are the core customers, the Group has built devoted sales and
marketing team for effective management. Similar to the operating mode in Hong Kong, wholesalers
are appointed to cover FMCG customers not economically served directly by the Group. In the future,
more efforts will be placed in expanding sales to food service customers in the PRC. On retail, unlike
the operating mode in Hong Kong, the Group was not running any retail operations in the PRC as at
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the Latest Practicable Date as the retail market in the PRC is dominated by large supermarkets and
hypermarkets. To sustain long-term business growth, the Group has started to develop house brands to
provide further choices to customers and to attain higher economy of scale with the added volume from
this business line. The market for food commodities and FMCG in the PRC is quite competitive, in
terms of price and stability of supply. The food products market in the PRC is huge in terms of volume.
Please see “Business — Competition”.

Viewed as one market generally, the PRC is in fact a summation of slightly different markets
because consumers’ tastes and preferences vary in different parts in the PRC. This makes it necessary
for the Group to develop tailored marketing and promotion strategies to cater for the behavioural
differences of target customers in different parts of the huge PRC market. As such, failing to address
properly consumer needs may result in slowed stock movement and thus, bring increased risk of stock
loss. Other than stock risk, it is essential for the Group to carefully manage its credit risk which looms
with fast business expansion in the PRC. The Group has developed strict procedures to handle and
monitor this to safeguard its financial position. Please see “Risk factors — The Group may not be able
to sustain its existing sales margin; Risk factors — Failure by the Group’s principals or suppliers to
introduce products that are accepted by the market as anticipated may cause it to lose market share and
fail to gain the anticipated economic benefits of such new products; Risk factors — Products defects
of the principals or suppliers and failure of the principals or suppliers to settle product liability claims
may adversely affect the business and results of operations of the Group; Risk factors — The Group
faces inventory obsolescence risk and Risk factors — The processed meat and other food processing
industries in the PRC may face increasing competition from both domestic and foreign companies
as well as increasing industry consolidation, which may affect the Group’s market share and profit
margin”.

To further enhance the Group’s competitiveness in the PRC market, for its food commodities
distribution business, the Group intends to expand its product range to cater for food service and retail
customers. Focus will be on leveraging the Group’s HACCP and ISO-accredited food processing
facilities to supply processed food products that meet the more stringent requirements of chain buyers
amidst the society’s increasing awareness of food safety. The Group will further penetrate into the
food service sector by acquiring companies which have a strong foothold in this segment as well as to
develop house brand food products to lower influence from the cyclical fluctuations that associated with
these food commodities in order to fetch higher profits through the brand equity built.

As for its FMCG business, the Group will further expand distribution to second tier cities by
acquiring companies or forming alliances with companies which have strong distribution networks
in such cities. The Group will widen its product range through agency pitching. Focus will be on
establishing links or identifying targets at international FMCG trade shows, such as the Food Marketing
Institute show held in Chicago, United States, and other important food shows such as Anuga in
Germany and SIAL in France. The Group may further venture into developing its house brands to
provide more choices to customers.

Being a progressive business player and in order to support the Group’s food distribution business
in the PRC, the Group has further diversified its business portfolio by pursuing various manufacturing
opportunities. In July 2005, the Group formed a strategic joint venture with Otsuka (China) Investment
Co., Ltd. for the manufacturing of Pocari Sweat for sales in Southern and Eastern China and for exports
to Hong Kong and other South East Asian countries.
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The joint venture was established through the incorporation of a joint venture company, namely,
KIFEB (EHR) KA RA T (Otsuka Sims (Guangdong) Beverage Co., Ltd.). The Group has a 40%
interest in the joint venture company and has the right to appoint such number of directors to the board
which is commensurate with its shareholdings. The joint venture partner is a reputable market leader in
the manufacturing and distribution of sports drink which the Group believes would bring synergies to
the joint venture company. For further details of this joint venture company, please see Appendix I to
this Prospectus.

Other manufacturing opportunities which the Group is currently pursuing include the setting up
of a peanut oil manufacturing plant in the PRC through a joint venture for the manufacturing, sales
and export of peanut oil as well as the setting up of a repackaging materials manufacturing plant in its
Xinhui logistics hub for sales to its readily available customers.

B. Consumer products segment

The Directors believe that the Group’s expertise and knowledge in the consumer market as well as its
extensive distribution network developed over many decades have provided the Group with a solid platform
for expansion and diversification of its trading and distribution business. As at the Latest Practicable Date, the

Group was appointed by 17 internationally-renowned brands of electrical appliances and 15 internationally-
renowned brands of cosmetics as their distributors in the markets in which the Group operates.
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Hong Kong and Macao

Riding on the expertise of the Group in managing multi-brand portfolios and its ability to manage
an extensive distribution network, as at the Latest Practicable Date, the Group was appointed as the
distributor of 16 brands of electrical appliances in Hong Kong and Macao of which 15 of them were

being distributed exclusively. These products are broadly grouped into 2 categories:

(i)  white goods comprising household electrical appliances and kitchenware such as washing
machines, drying machines, refrigerators, microwave ovens, induction cookers and
electrical water heaters. The leading brands distributed by the Group include, among others,
Electrolux and Zanussi; and

(i1) brown goods comprising mainly audio-visual products such as hi-fi, LCD televisions,
DVD players, etc. for household and professional usage for the entertainment industry.
Brands represented by the Group include, among others, Accuphase, Chario, Martin Audio,
Monster, Tannoy, and TEAC.

Set out below is the history of the Group’s current 16 brands of electrical appliances
distributorships in Hong Kong and Macao as at the Latest Practicable Date:

Commencement

Brand Territory Exclusivity date Expiry date
Accuphase Hong Kong, Macao  Exclusive 1977 Indefinite
AEG Hong Kong, Macao  Exclusive 2004 Indefinite
Chario Hong Kong, Macao  Exclusive 1994 Indefinite
Cyrus Audio Hong Kong Exclusive 2006 Note 1
Dantax Hong Kong, Macao  Exclusive 1990 Indefinite
Electrolux Hong Kong, Macao  Exclusive 2005 Indefinite
Esaar Hong Kong Exclusive 2006 Note 4
Esoteric Hong Kong, Macao  Exclusive 2005 Note 4
Logitech Hong Kong, Macao  Non-exclusive 2006 Automatically

renewed
Martin Audio Hong Kong, Macao  Exclusive 2000 Indefinite
Monster Cable  Hong Kong, Macao  Exclusive 2001 Automatically

renewed
Princess Hong Kong, Macao  Exclusive 2002 Note 2
PROEL Hong Kong, Macao  Exclusive 2003 Automatically

renewed
Tannoy Hong Kong, Macao  Exclusive 1978 Indefinite
TEAC Hong Kong, Macao  Exclusive 1977 Note 3
Zanussi Hong Kong, Macao  Exclusive 1976 Indefinite
Notes:
1. The distributorship will expire within the next 6 months. The Group expects the distributorship will automatically

be renewed after the expiry of the distributorship term.

2. The distributorship will expire within the next 24 months.
3. The distributorship will expire within the next 36 months.
4. The distributorship will expire within the next 48 months.
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Pursuant to these distributorships, the Group is responsible for the marketing and sales promotion
activities as well as for providing after sales services to these electrical appliances in Hong Kong and
Macao at its own costs and expenses. Even though these distributorships are mostly valid for an open
period, they may be terminated by either parties with prior written notice ranging from 30 to 90 days
in the absence of any default. On termination, the suppliers have the right to elect to repurchase the
products at invoiced price.

The products are primarily distributed directly to large chain stores in Hong Kong such as
Fortress, Broadway, Tailin, Jusco and to medium-sized dealer networks.

§§EIE g K rormess

BROADWAY

JUXCO

To diversify and capture a greater market share in the electrical appliances industry, the
Group also tenders for contracts to supply and install washing and drying machines, ovens, and air-
conditioners in residential units in Hong Kong and Macao property developments. For example, to
promote the concept of “All electric home and enjoy smarter living”, the Group cooperates with China
Light & Power to supply, deliver, and install induction hobs and electric water heaters in Hong Kong.
The Group’s electrical appliances business goes beyond sales and distribution of products to cover pre-
sales and after-sales services, including appliance installation, and repair and maintenance services to
meet customers’ satisfaction and to live up to the Group’s reputation.

The Group is involved in distribution in that it sources products from manufacturers and distribute
them to retailers. Such products are mainly for household consumption. Since a majority of electrical
appliances are sold through retail channels such as retail chain stores and department stores in Hong
Kong and Macao, maintaining close working relationships with retailers who possess distribution
network and good reputation is important. The Group has set up dedicated teams with experienced
personnel to manage marketing and sales of products through them. Other than distribution of electrical
appliances, the Group also provides repair and maintenance services to the brands it distributes
through a repair and maintenance service centre it operates in Hong Kong. In view of Hong Kong’s
high standard of living and the society’s concern for the environment, electrical appliances buyers
consider brand name, quality, performance, refinement, energy saving, environmentally friendliness
as well as product safety as some important factors in making purchase decision. Besides functional
aspects, aesthetical dimensions such as the look of the products also have increasing influence on
sales. To achieve a win-win situation, the Group plays an important role in bridging the retailer and
the manufacturers by keeping manufacturers abreast of consumer feedbacks as well as any newly
implemented government policies and potential market changes.

Electrical appliances are consumer durables and generally trigger more consumer involvement
in deciding what brands to buy. Buying decisions are usually based on quality or price, or both at
the same time. Based on the Directors’ industry knowledge, the Group faces keen competition in the
electrical appliances market in Hong Kong. Imported and China-made brands, with high-end and budget
products are widely available to cater for both quality-conscious and price-conscious consumers. Please
see “Business — Competition”. The Group has over the years built a balanced product portfolio to
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cater for the needs of a wide range of customers. With the advents in technology, time to develop and
launch new electrical appliances has shortened, and next generation products take less time to reach
the market. On the one hand, this brings new business but on the other hand, this breeds higher risk of
stock obsolescence. Hence, the Group has been cautious in managing the introduction of new products
and the fading out of past generation items. Please see “Risk factors — The Group may not be able
to sustain its existing sales margin; Risk factors — Failure by the Group’s principals or suppliers to
introduce products that are accepted by the market as anticipated may cause it to lose market share and
fail to gain the anticipated economic benefits of such new products; Risk factors — Products defects
of the principals or suppliers and failure of the principals or suppliers to settle product liability claims
may adversely affect the business and results of operations of the Group and Risk factors — The Group
faces inventory obsolescence risk”.

In 1998, the Group entered into an agreement with Shiseido Company Ltd. of Japan to form a
jointly-controlled enterprise in Hong Kong (“Shiseido JV”). This enables the Group to have equity
participation and profit sharing in the cosmetics business as well as to being exclusively involved in the
management, operation, sales, marketing, and brand development of Shiseido products in Hong Kong,
Macao, and Guangdong.

The joint venture was established through the incorporation of a joint venture company, namely,
Shiseido Dah Chong Hong Cosmetics Limited. The Group has a 50% interest in the joint venture
company and has the right to appoint such number of directors to the board which is commensurate with
its shareholdings. For details of this joint venture company, please see Appendix I to this Prospectus.

The Shiseido JV handles not only the Shiseido brand but also other brands under the Shiseido
group. Currently, the Shiseido JV is the sole distributor of Shiseido group’s 14 brands of cosmetics
in Hong Kong and Macao which include, among others, Cl¢ de Peau Beauté, Ettusais, IPSA, Issey
Miyake, Shiseido, Za and Zotos. The multi-brand strategy adopted by the Shiseido JV enables it to offer
different brands and product lines from skin care, fragrance and make-up to hair care products so as to
capture different target customers from different age-groups.

A majority of the cosmetics products represented by the Shiseido JV are sold in department stores
and stand-alone shops, while the balance is distributed to health and beauty stores as well as salons. As
at June 2007, the Shiseido JV distributes to approximately 900 outlets in Hong Kong and 18 outlets in
Macao, including major department stores, health and beauty retail chains. In addition to marketing and
distributing the products, the Shiseido JV has a Shiseido beauty centre in Causeway Bay in Hong Kong
to provide beauty advice and value-added services to consumers, to collect feedback on products and to
nurture customer loyalty.

PRC

Similar to its Hong Kong operation which has a multi-brand product portfolio, the Group’s
electrical appliances business in the PRC is operated through 4 regional offices in Guangzhou,
Shanghai, Beijing and Chengdu where, as at the Latest Practicable Date, it was the distributor of 12
international and domestic brands in the PRC of which 10 of them were being distributed exclusively.
To complement its sales by providing good after-sales service, the Group directly operates 4 repair
and maintenance service centres in these locations. In addition to targeting the consumer market, the
Group also targets the fast growing entertainment industry where the professional audio-visual products
distributed by the Group have been popular with discos, karaoke lounges and bars.
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Set out below is the history of the Group’s current 12 brands of electrical appliances
distributorships in the PRC as at the Latest Practicable Date:

Commencement
Brand Territory Exclusivity date Expiry date
Accuphase PRC Exclusive 1977 Indefinite
Chario PRC Exclusive 1994 Indefinite
Cyrus Audio PRC Exclusive 2006 Note 1
Dantax PRC Exclusive 1990 Indefinite
Esoteric PRC Exclusive 2005 Note 3
Martin Audio PRC Exclusive 2000 Indefinite
Monster Cable PRC Exclusive 2001 Automatically
renewed
PROEL PRC Exclusive 2003 Automatically
renewed
Rega PRC Exclusive 2006 Indefinite
Tannoy PRC Exclusive 1978 Indefinite
TEAC PRC Non-exclusive 1977 Note 2
Zanussi PRC Non-exclusive 1976 Indefinite
Note:
1. The distributorship will expire within the next 6 months. The Group expects the distributorship will automatically
be renewed after the expiry of the distributorship term.
2. The distributorship will expire within the next 36 months.
3. The distributorship will expire within the next 48 months.

Pursuant to these distributorships, the Group is responsible for the marketing and sales promotion
activities as well as for providing after sales services to these electrical appliances in the PRC at its own
cost and expense. Even though these distributorships are mostly valid for an open period, they may be
terminated by either party with prior written notice ranging from 30 to 90 days in the absence of any
default. On termination, the suppliers have the right to elect to repurchase the products at the invoiced
price.

Similar to the market for electrical appliances in Hong Kong, the Group’s operating mode of
electrical appliances business in the PRC is very similar to that in Hong Kong. As such, teaming up
with retailers with national distribution network is essential, and the Group has been working well
with chain retailers which are building blocks of its distribution network in the PRC. Other than selling
electrical appliances, it is also important that repair and maintenance services be provided after sales.
The Group has set up repair and maintenance centres in key cities to support the brands it represents,
as well as to pave way for future business growth in the PRC. In view of the rising consumption power
in the PRC, electrical appliances consumers consider energy saving and product safety as important
factors for purchase decision. In addition, with the rising development in the entertainment industry
associated with rising consumption power in the PRC, professional audio products have been selling
well in the PRC to the entertainment industry. Similarly, to achieve a win-win situation, the Group
plays an important role in bridging the retailers and the manufacturers by keeping the manufacturers
abreast of consumer feedbacks as well as any newly implemented governmental policy and potential
market change.
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Based on the Directors’ industry knowledge, the Group faces keen competition in the electrical
appliances market in the PRC, competing among the Chinese brands as well as China-made foreign
brands of electrical appliances. Please see “Business — Competition”. On the one hand, this brings
new business but also breeds higher risk of stock obsolescence. Hence, the Group has been cautious in
managing the introduction of new products and the fading out of past generation items. Please see “Risk
factors — The Group may not be able to sustain its existing sales margin; Risk factors — Failure by the
Group’s principals or suppliers to introduce products that are accepted by the market as anticipated may
cause it to lose market share and fail to gain the anticipated economic benefits of such new products;
Risk factors — Product defects of the principals or suppliers and failure of the principals or suppliers to
settle product liability claims may adversely affect the business and results of operations of the Group
and Risk factors — The Group faces inventory obsolescence risk”.

To remain competitive, the Group will line up with more electrical appliances manufacturers or
brand owners in the PRC to secure new product distributorships as well as to explore opportunities for
equity participation in exceptional cases where there are good business prospects.

The Group entered into the cosmetics business through the establishment of a wholly-owned
subsidiary of Shiseido JV in 1999. Currently, the subsidiary company of Shiseido JV markets and
distributes 4 brands namely, Shiseido, Aupres, Za and Aqua Label, for the Guangdong market. As at
June 2007, the Group distributed these cosmetics products to more than 100 outlets in the PRC. It also
has a Shiseido beauty centre at Tee Mall in Guangzhou, the PRC to provide beauty advice and value-
added services to end-consumers, to collect feedback on products and to nurture customer loyalty.

- 153 -



BUSINESS

LOGISTICS

The Group has developed distribution capabilities, experience and expertise, supported by its existing
facilities including ambient warchouses, cold storage warchouses, delivery trucks, professional and
experienced personnel, sophisticated logistics IT system as well as its large customer and supplier networks.
The Directors believe that it took the Group less effort and lower initial set-up costs to turn its logistics arm,
which was initially a cost centre to support its internal clients, into a core business servicing external clients.
The Group is now capable of providing a wide range of integrated professional logistics and supply chain
management solutions and cold chain management services to manufacturers and brand owners of FMCG in
Hong Kong, Macao and the PRC.

Recently, the Group’s logistics and supply chain management business have received professional
and international recognitions. In 2006, the Group was awarded the “Best Regional Third Party Logistics
Company (3PL) in 2006” by the Global Institute of Logistics based in New York and also the “Hong Kong
Logistics Award 2006” by the Hong Kong Trade Development Council and the Hong Kong Productivity
Council which, among other criteria, includes the assessment of a candidate’s leadership and contribution to
the logistics industry.
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Logistics costs and delivery lead time are the two most important factors that a manufacturer or
brand owner of FMCG will consider when outsourcing logistics activities. Building on the well established
platforms, synergies and economies of scale created from a large customer base, the Group has the
competitive edge in providing its customers with shorter delivery lead time in a cost efficient manner. This
is largely attributed to its ability to consolidate cargo from various customers before delivery as well as its
low initial set-up cost. This results in a win-win situation for both the Group and its customers. Hence, the
Group’s third party customer base has grown steadily since the Group expanded into this business.

Being a pioneer in Cold Chain Management, the Group is a specialist in providing multi-temperature
warehouses to store and manage chilled and frozen food. Goods are handled at the required temperature and
storage conditions all along the supply chain from manufacturers to storage throughout the delivery process
to customers, to ensure product freshness, hygiene and food safety are upheld properly.
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The Group provides not just conventional logistics services. Its networking experiences together with its
in-depth knowledge and expertise in handling international trade over many decades have enabled it to work
closely and efficiently with government authorities, especially customs departments in the Greater China
Region. This enables the Group to provide a wide range of niche value added and supply chain management
services to its customers including but not limited to import and export customs clearance, CIQ clearance,
food inspection arrangement, licenced export bonded warehouse facility, repackaging and re-labelling,
container haulage and trucking and freight forwarding services. Some of the multinational corporations
currently using the Group’s supply chain management services are Brown & Haley, Ferrero, Wynn Macau
Resort, and Unilever.
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The Group is committed to being a leading one-stop service provider of food supply chain management
and to act as a global sourcing agent and a regional distributor in the Greater China Region. Guided by this
business objective, the Group has invested in developing its Xinhui logistics hub, which is strategically
located adjacent to the first class port of Tianma Port accessible within two hours by most Pearl River Delta
Region cities. This will enable the Group to tap into the fast growing logistics and supply chain management
market as more and more international brand manufacturers outsource their logistics and supply chain
functions so as to concentrate their resources on product research and development and brand building
activities.

The following tables show the turnover of the logistics business of the Group as well as the geographical
breakdown of turnover, for each expressed as a percentage of the turnover of this segment for the three years
ended 31 December 2006 and the six months ended 30 June 2006 and 2007:

Turnover For the years ended 31 December For the six months ended 30 June
2004 2005 2006 2006 2007
HK$’m %  HK$m %  HK$'m %  HK$'m %  HK$m %

(unaudited)

Logistics 85.6 100.0 117.8 100.0 144.4 100.0 64.0 100.0 84.8 100.0
Turnover For the years ended 31 December For the six months ended 30 June
2004 2005 2006 2006 2007
HK$’'m %  HK$'m %  HK$'m %  HK$'m % HK$'m %

(unaudited)

HK and Macao 85.6 100.0 111.4 94.6 136.0 94.2 63.1 98.7 75.0 88.4
The PRC — — 6.4 5.4 8.4 5.8 0.9 1.3 9.8 11.6
Total 85.6 100.0 117.8 100.0 144.4 100.0 64.0 100.0 84.8 100.0
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Hong Kong & Macao

With the above competitive strengths, the Group is capable of serving not only members of the Group
which have complex storage and distribution logistics requirements, but also large third-party logistics
customers in Hong Kong, especially from the retail and food service industries, such as:
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Majority of these customers have maintained business relationships with the Group for more than 15
years.

The Directors believe the Group is one of the leading market players in providing third party logistics
services and supply chain management solutions in Hong Kong in the food sector as at the Latest Practicable
Date.

To the best belief of the Directors, the Group’s expertise in logistics services has helped them to build
a leading position over the past 2 years in Macao, where it has successfully secured contracts with 5-star
casinos and hotels including Wynn Macau Resort. Other multinational corporation customers of the Group
in Macao include Nestle and Pizza Hut. A majority of these customers in Macao have maintained business
relationships with the Group for not less than 18 months each.
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In Hong Kong, the Group managed 3 multi-temperature distribution centres with a total area of over
65,000 square metres of warehousing and approximately 110 delivery trucks of which 25 were refrigerated
and some are equipped with GPS fleet management system. In Macao, the Group has logistics capability to
handle goods that require storage and delivery at different temperatures. As at 30 June 2007, the Group’s
logistics facilities in Hong Kong and Macao were capable of processing more than 30 million cases of goods
per year. As at the Latest Practicable Date, two out of the three logistics facilities in Hong Kong achieve a
utilisation rate of over 90% while its Macao logistics facility has a utilisation rate of over 80%.

Fotan Distribution Center Yee Lim Cold Store Broadway Distribution Center

Managing over 65,000 sq.m. multi-temperature

warehouses & approximately 110 delivery trucks in Hong Kong
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The Group’s logistics business offers a one-stop comprehensive range of services in the food supply
chain management, as shown in the following chart:

HONG KONG ONE-STOP LOGISTICS
AND FOOD SUPPLY CHAIN MANAGEMENT WORKFLOW

Value added services
Local delivery to

+ License application } supermarkets/
retail chains
» Customs clearance
» Food inspection arrangement
. i Export to
Mzhn;?)ﬂ:ﬁgl( * Labelling } Macao hotels/
Hong Kong » Shrink-wrapping shops
Logistics Centres
in Fotan & » Retail packing
Overseas T I < Inventory management
suppliers Export to
« Cold chain management other countries

« Cargo consolidations

« Freight forwarding

Transport

« Container haulage and } -
trucking to China

The Group is a pioneer in providing integrated logistics services in Macao, bringing high service
standards to the market. It plans to leverage its logistics relationships and facilities to provide its hospitality
industry customers with international sourcing and procurement services and food preparation and processing.

Global suppliers Cusiens dearmnes aind Macao Logistics Centre Customers
- food hygiene certification - multi-temperature warehouse - 5-star hotels/casinos
- non-food - value-added services - conference centres

-
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Operators in Hong Kong and Macao such as the Group face keen competition especially in the range
of services provided. In addition to conventional logistics services such as storage and delivery, increasing
number of customers are turning to service providers who can provide value-added services such as product
repackaging, customs clearance or food safety inspection arrangement, so that they can be more focused on
their core business or strengths. The Group, with its solid customer base which comprises internal customers
as well as third party customers, has already started to provide a wide range of value-added services, such
as the provision of labeling services for food products for its retail chain customers to comply with the
Hong Kong government’s latest regulatory requirement to show information on allergens and food additives
on prepackaged food products since July 2007. The Group has a history of working closely with FMCG
manufacturers or brand owners in providing value-added services. For example, the Group suggested that
FMCG manufacturers ship their products in bulk to Hong Kong for repacking by the Group into retail packs
to save cost. The Group has provided further service by sourcing packaging materials too so that customers
do not need to procure such materials at all. This saves costs and time for manufacturers and has become a
competitive edge of the Group compared with other logistics service providers in Hong Kong who are not
as strong in serving FMCG customers as the Group. Other than moving upstream to provide repackaging
materials sourcing services to FMCG customers, the Group goes cross-border or cross-market to support
customers’ business expansion. A customer of the Group, who is a garment producer, recently expanded
its garment retail business to Macao. As the Group has a strong base in Macao, this enables both parties to
expand business hand in hand to capitalise on this booming retail market.

Based on the Directors’ industry knowledge, in a highly competitive logistics market such as Hong
Kong, there are always small players who compete primarily on price to attract price-sensitive customers.
Please see “Business — Competition”. The Group, with its solid set up and strong brand name, pursues a
different positioning by emphasising on the range of services and service level it renders, and has strong
competitive edge with international FMCG manufacturers or brand owners to ensure stable and sustainable
business. This has proven to be a workable formula which the Group will continue to implement in the future.

The Group’s immediate short term plan is to continue to strengthen its market leadership position in the
provision of integrated logistics services to internationally renowned FMCG suppliers, modern retailers and
large food service and hotel operators. The Group also plans to diversify its value added services into food
processing, laboratory testing and certification services, which will be provided in its new food processing
centres.

PRC

The Group operates a well-established national logistics network covering 9 major cities including,
Jiangmen, Shanghai, Guangzhou, Shenzhen, Beijing, Shenyang, Chengdu, Nanjing and Xian. The Directors
are of the view that competitors of the Group, which have an “area” focus, are not able to compete with the
Group’s national distribution capability. This provides its customers with an avenue to use the Group for
nationwide distribution in the PRC. Leveraging on this nationwide distribution network, the Group is capable
of consolidating cargo for multiple customers before delivery, which results in shorter delivery time in a cost
efficient manner for its customers.

- 159 -



BUSINESS

The diagram below illustrates the general flow of the Group’s one-stop distribution services in the PRC:

Distribution coverage

Jiangmen
Sy trucks/ Customers
Guangzhou refrigerated

trucks .
Shenzhen « food service
Beijing

* wholesale

Shenyang
Chengdu « retail
Nanjing
Xian « others

With the national delivery network in place, the Group is focusing on developing an international
logistics centre at Xinhui, Jiangmen, which is strategically located adjacent to the first class port, Tianma
Port. The logistics centre is accessible within two hours from most Pearl River Delta cities and meets
international standards, to attract international customers to use its value added services. This site measures
approximately 479,520 square metres of which approximately 116,044 square metres has been developed as
the Group’s international standard bonded warehouse, domestic logistics centre and repackaging centre. The
offices of the PRC Customs Department and CIQ Department are located within the bonded warehouses.

As at the Latest Practicable Date, the Group has an integrated administrative office with the offices of
the PRC Customs Department and CIQ Department adjacent to it, 2 logistics warchouses, import and export
bonded warehouses. These facilities were constructed during the period of 15 December 2004 to 17 April
2006 in various stages and most of these facilities commenced operations since mid-March 2006. In order
to develop into a complete supply chain management and to cater for an increasing demand for the Group’s
logistics business, the Group plans to spend approximately HK$150 million the net proceeds from the Global
Offering in the next 3 years to develop facilities such as cold chain, an additional import bonded warehouse,
logistics and distribution centres, and a re-packaging material manufacturing plant in Xinhui to provide
comprehensive food supply chain logistics and management services, and value added services.
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China Customs and China Inspection & Quarantine offices
in the Xinhui Import and Export Bonded Warehouses

Xinhui Logistics Hub
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Due to the large facilities available and the strategic location of its Xinhui hub, the Group is able to
provide logistics and food supply chain management services including but not limited to the following:

(a) nationwide and intercity deliveries;

(b) CIQ clearance and Chinese label application;

(c) repackaging retail pack;

(d) unbonded warechouse, import bonded warehouse and export bonded warehouse;
(e) value added services in bonded warehouse;

(f) international freight forwarding services;

(g) international logistics hub; and

(h)  product sourcing.

The diagrams below illustrate the general workflow in the Import Bonded Warehouse and Export
Bonded Warehouse at the Group’s Xinhui logistics hub:

XINHUI IMPORT BONDED WAREHOUSE WORKFLOW

Value added services

« Customs clearance Delivery to China
- Chinese label application Market
« CIQ certificate application
* Labelling
Overseas } Xinhui } ° SR } . Exp&rt 0 &
suppliers Bonded Warehouse . i i (e (<@l
pp! Retail packing Macao
« Simple assembling
« Bonded warehouse storage
* Inventory management Re-export to
- Intra cities distribution other countries
XINHUI EXPORT BONDED WAREHOUSE WORKFLOW
Value added services
China * Customs declarations
suppliers Sirlat « Cargo consolidations
Export to overseas
EWO"( Eonded - Repacking & labelling TS
arehouse
Overseas » Bonded storage
suppliers

« Inventory management

« Freight forwarding
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Among other internationally renowned names to which the Group provides its logistics services include
Brown & Haley, COSCO, Ferrero, Unilever and Vinda Ltd. A majority of these customers in the PRC have
maintained business relationships with the Group for not less than 2 years each.
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The huge geographical coverage of the PRC market poses stringent challenge to any logistics service
provider, including the Group. After careful evaluation and planning, the Group has already set up a logistics
service network that covers 9 key cities in the PRC with support from its multi-function logistics hub in
Xinhui, Jiangmen city. While the Group will continue to deepen its logistics operations in these key cities,
plans are in place to expand to more cities to further expand its logistics coverage in the PRC. The Xinhui
logistics hub, on the other hand, will be vastly developed to grow its existing business, as well as to lend
support to the Group’s constantly expanding logistics coverage network in the PRC.

The Group faces competitions from other logistics operators on pricing, services, which are based
on their capabilities measured by factors such as number of warchouses, type of facilities such as cold
storage facilities of various temperature, storage area, location of warehouses, size and variety of delivery
fleet, degree of sophistication of information technology system, know-how in handling logistics services
and experience of management team. In order to distinguish from operators who compete mainly on price,
the Group positions and differentiates itself from them by emphasising on the range and level of service
it provides. For example, the Group has been providing cargo consolidation service to an overseas coffee
maker group who procures a number of items that go into a coffee gift pack. Another example of the Group’s
wide range of service is the application of Chinese food product labels for international hypermarkets
for compliance with China’s labeling regulations. Please see “Business — Competition”. In addition, the
logistics business in the PRC is still in a development stage and is identified as a focus industry in many
cities in which local governments are required to speed up its development. As at the Latest Practicable Date,
sophisticated facilities such as cold storage warchouses and temperature-controlled delivery trucks are in
strong demand. Standards of logistics services have ample room for improvement to match the international
standards. While there is a huge potential for growing logistics business in the PRC, a key factor hinges on
the pace of the development of infrastructure in the PRC, because without an effective and efficient transport
network, investment in developing logistics business could be in vain. Please see “Industry overview — The
PRC logistics services and supply chain management industry” and “Risk factors — The Group may not be
able to sustain its existing sales margin; Risk factors — The Group’s logistics business and operations may
be affected by the availability of its warehousing and storage capacity; Risk factors — The Group’s business
and results of operations are dependent on the growing global outsourcing trends and Risk factors — Any
delays in the Group in completing its land use development plans in Xinhui, the PRC may affect the Group’s
business and operations”.
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The Group has a multi-purpose integrated office to support various logistics activities conducted at
its Xinhui logistics hub. It proposes to expand and develop its value-added logistics services in food safety
and inspection as well as to provide domestic and international product procurement and supply chain
management for international renowned retailers, hoteliers and the food service industry and prominent local
players. It is also looking to build cold storage facilities in its logistics hub in Xinhui to support business
within and outside of China, especially for serving hotels and casinos in Macao. The Group plans to diversify
its value added services into food processing, laboratory testing and certification services as well, so as to be
eventually providing fully integrated total supply chain solutions to its customers with one-stop services on
the basis of the expanded facilities.

MARKETING AND SALES

Since the Group is in the business of trading and distribution, it has adopted a direct selling strategy.
The Group approaches its customers directly, which enables it to build close relationships with its customers
and to maintain first-hand communication that permits the Group to understand its customers’ current needs
and future plans to better promote the Group’s products.

Marketing plays an important role in the trading and distribution business and the Group has established
teams of marketing and sales professionals for each product or brand.The table below shows the composition
and the average years of industry experience of the Group’s marketing and sales professionals for each of the
business segments of the Group with geographical breakdown as at the Latest Practicable Date:

Sales & Marketing Hong Kong and Macao PRC Others

team for each business No. of Average No. of Average No. of Average
segment professionals years professionals years professionals years
Motor vehicle segment 490 18.0 568 34 52 18.1
Food commodities 98 8.2 53 8.7 25 13.7
FMCG products 63 12.7 346 7.6 — —
DCH Foodmart 272 7.0 — — — —
Electrical appliances 76 16.3 41 11.1 — —
Logistics 11 17.4 2 8.0 — —
Aviation & GSE Service 10 13.4 — — 17 10.4
Media & Advertising 8 10.8 — — — —

Total 1,028 13.6 1,010 5.4 94 15.5

In motor vehicle distributorships, the Group is responsible for the overall marketing strategy planning
and execution for the brand in the territories of distribution. However, in the motor vehicle business for city
dealerships, the principals take up the role of marketing strategy planning for the entire nation, the Group’s
role is to execute strategy of the principals and to arrange activities to promote the brands.
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Food commodities, owing to their generic nature and non-exclusive supply, usually have very limited
marketing support from suppliers or distributors. The popularity of these products depends on price and
consistent quality. The usual devices to market these products are product specifications, country of origin,
and name of suppliers. However, in some cases, the Group will market food commodities by exploring new
usages, especially with institutional customers such as restaurants and hotels. Food commodities become
more profitable when they are being transformed into retail packages, such as the Group’s house brand edible
oil and rice, in which cases the Group will use its own brands and packaging, together with its advertising and
pricing strategies to market these products. Sales of food commodities require a reasonable level of product
knowledge and usage suggestions, especially to institutional customers. The Group has been investing
in training of its sales personnel to ensure that these frontline staff are equipped with the right level of
knowledge and selling skills to sell these food commodities.

Compared with food commodities, FMCG products rely more on advertising and promotion activities.
Among others, brand name, brand image, and product positioning are important factors that affect consumers’
purchasing decisions. Marketing strategies for FMCG products are usually the joint efforts between the
brand owners and the Group. The Group has been extending useful support to its principals in, for example,
bargaining good advertising rates, which is due to the large aggregate volumes of advertising spots that
the Group will subscribe for all its brands every year. The Group has, over the many years of experience
in FMCG, established very good working relationships with retailers, including chain supermarkets and
convenience stores, and these have proven to be helpful in building brands and launching of new products in
the markets in which the Group operates. Selling of FMCG is done by dedicated sales teams whose members
need to possess adequate product knowledge and have to collect market information on a continuous basis to
give the best distribution support to the brands or products that the Group represents.

For the logistics business, the success of the Group’s services depend on its competitiveness,
professionalism and reliable management, and high service standards. The Group’s value added services and
track record in providing total supply chain solutions also play an important role in generating new businesses
for the Group. In order to promote market awareness of the Group’s logistics business in the logistics
industry, in addition to adopting a direct selling strategy to approach customers directly, the Group actively
participates in logistics industry related promotional events, such as interviews organised by TradeLink
Magazine, Hong Kong Food Exhibitions organised by Hong Kong Trade Development Council, site visits
for potential customers to its distribution centres in Hong Kong organised by the Chinese University of
Hong Kong and the Vocational Training Council, participation in logistics awards competition organised
by the Hong Kong Trade Development Council and Global Institute of Logistics, as well as having ongoing
advertisements in the Shipping Gazette.

CUSTOMERS

The Group has maintained business relationships with its five largest customers and its largest
customers for the three years ended 31 December 2006 and six months ended 30 June 2007 for not less than
5 years each. Although the Group has not entered into any long-term contracts with any of its customers
save for the dealership agreement for its motor vehicle customers, the Directors consider that the Group has
good business relationships with its customers. The Group’s sales to customers are generally denominated
in the currencies of the countries in which the members of the Group operate, such that sales in Hong Kong
are denominated in Hong Kong dollars, MOP in Macao, RMB in the PRC, Japanese Yen in Japan, Canadian
dollars in Canada and Singapore dollars in Singapore.
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For the three years ended 31 December 2006 and six months ended 30 June 2006 and 2007, the
breakdown of sales in different currencies by percentage is as follows:

For the years ended For the six months ended
31 December 30 June

2004 2005 2006 2006 2007

Net Sales
British Pounds Sterling 0.7% 0.5% 0.2% 0.1% 0.3%
Canadian dollars 2.9% 2.9% 2.1% 2.2% 2.4%
Euro 0.5% 0.1% 0.1% 0.2% 0.0%
Hong Kong dollars 48.1% 56.1% 46.4% 48.8% 43.4%
Japanese Yen 21.2% 8.0% 9.8% 11.6% 11.2%
Macao Pataca 0.1% 0.2% 0.2% 0.1% 0.3%
Renminbi 19.2% 22.7% 31.3% 28.0% 32.1%
Singapore dollars 4.5% 4.8% 6.3% 5.4% 6.2%
US dollars 2.8% 4.7% 3.6% 3.6% 4.1%
100.0% 100.0% 100.0% 100.0% 100.0%

The Group’s five largest customers are all Independent Third Parties. None of the chief executive of
the Company, nor any of the Group’s Directors or their respective associates, nor any Shareholder, who, to
the knowledge of the Directors, owns more than 5% of the total issued Shares immediately after completion
of the Global Offering, has any interest in the Group’s five largest customers during the three years ended 31
December 2006 and the six months ended 30 June 2007.

For the three years ended 31 December 2006 and the six months ended 30 June 2007:

(a)

(b)

(©)

total turnover attributable to the Group’s five largest customers for its motor vehicles business
accounted for approximately 14.5%, 4.5%, 9.3% and 13.0% of the Group’s total motor vehicles
sales turnover respectively;

total turnover attributable to the Group’s five largest customers for its food and consumer products
business accounted for approximately 8.9%, 10.5%, 10.8% and 11.5% of the Group’s total food
and consumer products sales turnover respectively; and

total turnover attributable to the Group’s five largest customers for its logistics business accounted
for approximately 41.2%, 43.1%, 44.4% and 42.5% of the Group’s total logistics sales turnover
respectively.

For the three years ended 31 December 2006 and the six months ended 30 June 2007, the Group’s
largest customer for:

(a)

(b)

(c)

its motor vehicle business accounted for approximately 6.7%, 1.7%, 3.3% and 4.5% of the
Group’s motor vehicle business sales turnover respectively;

its food and consumer products business accounted for approximately 2.4%, 2.8%, 3.2% and 3.8%
of the Group’s food and consumer products business sales turnover respectively; and

its logistics business accounted for approximately 10.3%, 17.9%, 18.6% and 16.1% of the Group’s
logistics business sales turnover respectively.
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Credit terms and payment

As the operational and financial positions of existing and new customers may affect the overall
performance and financial position of the Group, the Group adopts a very conservative credit assessment by
its credit managers before granting trade credits. The credit committee of each business unit of the Group
conducts regular review and evaluation on the credit status of all customers. The Group may employ credit
agencies to perform credit checks on its customers to aid its credit assessment. For existing customers, the
Group also evaluates their historic settlement compliance. Credit terms offered to customers of the Group
vary depending on the Group’s assessment of the size of the customer, the capital structure and financial
standing of the customer, the length of business relationship established with the Group, third party trade
references received on the customer and the actual size of order placed by the customer.

Subject to the result of the credit checks, new customers may be required to effect full payment to
the Group on deliveries of the products. Depending on the credit status of the relevant customers, the credit
period calculated from the date of invoice issued by the Group to the due date of payment generally ranges
from:

Business Credit term in general
Motor segment Cash on delivery to 90 days
Food and consumer products segment 15 to 90 days

Logistics segment 30 to 60 days

The credit committee of the Group conducts monthly meetings with the senior management of each
business unit to review each of the outstanding trade receivable balance on a customer-to-customer basis on
their recoverability. For overdue trade receivable, the Group initiates its internal dunning procedures and
customer site visits for collection. The Group also engages professional credit agency to assist in collection of
overdue trade receivable or issues letters of demands as warnings to such customers who are overdue in their
settlements. For any extension of payment terms and amount, prior approval of the Group’s management is
required.

Recovery proceedings

As part of its credit control and credit risk management, when all other collection efforts have failed the
Group will initiate legal proceedings against customers who have failed or have repeatedly failed to honour
their payment obligations on time. Given the Group’s timely management information system, account
managers are required to keep close scrutiny of their respective customers’ payments and report to the
management who reviews and monitors the payment schedules of the Group’s customers.

For details of the major current litigation proceedings, please refer to paragraph 11B of Appendix VI to
this Prospectus.

Pricing strategy and policies

The Group adopts, in general, pricing strategies that are in line with the positioning of a product or
service. In addition to this general guideline, competitors’ pricing forms a useful base of reference and
internal cost parameters have an important bearing on the Group’s profitability. In cases where participation
in pricing by the principals or suppliers is required, their inputs are sought to arrive at mutually agreed prices.
To stay competitive, prices are adjusted from time to time to reflect changes in the business reality.
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Cost management

The Group has clear guidelines on the composition and management of cost factors. Due to the scale of
the Group’s operations and the purchase volume or usage frequency of the Group, some cost elements for the
Group are more competitive relative to its competitors. Resources that can be shared by various departments
or can be used intensively within a certain timeframe provide another source of cost competitiveness. In
general, management of cost falls to the senior management team members with support from financial
controllers. Furthermore, specific measures have been taken by the Group to monitor and control costs. For
instance, the Group’s Financial Department carries out monthly review on the figures of actual and budget
variances, and investigates the reasons for the discrepancies of the figures (if any). The Directors and senior
management of the Group also perform quarterly and annual budget reviews, and impose remedial actions if
necessary. The Group has, over its many years of operations, organised different drives that covered a wide
range of operating aspects to exploit cost saving to increase the Group’s competitiveness and commercial
sustainability, and this will continue to be a core principle in managing the Group’s costs.

COMPETITION
General

The markets for the Group’s services are highly competitive. The most important factors affecting
competition for the Group’s business include the following:

—  price;

—  professional and quality of services;

—  capacity;

— attractiveness and breadth of portfolio of products and services offered;
— quality of customer services support; and

—  ability to timely source new products and/or provide customised services to meet customers’
needs.

Motor Vehicle and Related Business

Notwithstanding gaining the new vehicles sale market share of approximately 27% in 2006 and the high
barrier to entry into the industry, the Group is not the only multi-brands motor group in Hong Kong. Based
on the Directors’ industry knowledge, the Group faces competition from distributors of other motor vehicle
brands and parallel importers for motor vehicles of the same categories in Hong Kong and Macao. While in
the PRC, the Group has to compete among other dealers distributing the same brand as well as other brands
within the authorised territory since there are usually multiple dealers for each brand within in authorised
territory. Nonetheless, the barrier to entry into the motor vehicle is quite high as a dealership agreement must
have been first granted by the automobile manufacturer prior to commencement of sale of such automobiles.
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For the Group’s motor vehicle related services, levels of competition and the barriers to entry vary
from one segment to another. Based on the Directors’ industry knowledge, the Group faces high competition
for its independent service outlets from abundant backstreet garages throughout Hong Kong as well as for
its OE Parts trading in Hong Kong and the PRC where there are a lot of substitutable products by various
brands and countries of origin for the same type of products where the barriers to entry into these industries
are relatively low. As for the Group’s Genuine Parts trading, even though the barrier to entry is high as
the trading of such Genuine Parts must be authorised by the automobile manufacturer under a dealership
agreement, the competition is moderate as the Group faces competition from other OE Parts traders and
distributors. The Group’s motor leasing business in Hong Kong faces relatively low competition as there
are not many large-scale operators in Hong Kong and the barrier to entry is relatively high as such business
requires intensive capital for deploying a large fleet with better assortment. However, in the PRC, the Group
faces high competition from many big local players even though the barrier to entry into such business is high
due to the restrictive regulations and policy in the PRC and the intensive capital for scaling up the business.
In respect of the Group’s used car trading business, the Group faces high competition from dealers, resellers
and independent sellers operating within certain sizeable used car exhibition centres and compete over
product assortment, price and geographical convenience even though the barrier to entry is high due to the
heavy advertising costs and large capital commitment for used car stock. The Group’s airport and aviation
businesses in Hong Kong and the PRC enjoy low competition as such an industry is highly regulated where a
franchise right has to be obtained or airworthiness approvals for certain categories of services are required.

Food and Consumer Products

The Directors are of the view that the markets in which the Group operates its food commodities,
FMCG and consumer products are highly competitive. As supply of most food commodities is open
to importers, price competitiveness and stability in supply are the two key factors that will affect the
competitiveness of a food commodities distributor. Price competition is a prime scenario in the industry of
food commodities. Other than competing on price, operators of food commodities also compete on supply of
these food commodities, especially for products whose supply is relatively scarce, such as seafood. In such a
situation, a player such as the Group, who holds a high market share and who is financially sound, stands a
higher chance in securing stable supply and can withstand fluctuations in price and volume and is thus more
immune to irregularities caused by unexpected business cycles. With rising consumers’ concern for food
safety in recent years, operators of food commodities also compete in terms of food safety standards. In recent
years, food commodities operators also compete with each other in the provision of value added services to
customers such as offering ready-to-cook products for households; or portion controlled, smaller packs to suit
the small kitchen and just in time ordering for eateries. The barrier to entry in the food commodities industry
is high, as large scale operations offer economies of scale and long-standing history in this industry can be
an important criterion in securing business for supply to customer. The Group, due to its strong corporate
and financial background, long working relationships with its suppliers and customers, wide sourcing and
distribution network, and consistency in adopting good trade practices, has been able to secure stable supplies
from key suppliers and maintain amicable long-term working relationships with them. The Directors foresee
this competitive edge will become more solid with the additional financial strengths brought by the Listing.

For FMCQG, the Directors believe that the Group is constantly competing with its competitors for
new products, new brands and market share. To be competitive, established brands need to maintain brand
awareness and exposure by investing in advertising and promotion activities. With thorough understanding
of the market and access to useful market information, the Group has been playing an active role in the
formulation and implementation of brand building, advertising, and promotion strategies to enhance
the competitiveness of brands handled by the Group. FMCG that sell through retail networks face keen
competition in retail distribution in terms of retail outlet coverage as well as shelf location in such retail
outlets. Although distribution rights for FMCG are generally on an exclusive basis, changes in distributorship
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from one operator to another are not uncommon. Hence, distributors such as the Group face keen competition
from other players in soliciting new or safeguarding existing distribution rights. The barrier to entry into
the FMCG industry is quite high as scale of operations has an important influence on cost effectiveness.
The range of products represented, as well as years of operating history in the FMCG market, can be key
determining factors in nurturing confidence in customers and principals. With professionalism in brand
building and market penetration and well-established distribution networks, the Group is well placed to
compete for new business in addition to maintaining and growing its existing business.

To the best of the Directors’ industry knowledge, the Group’s business of electrical appliances has
been enjoying steady business growth amidst keen competition. The Group faces competition from other
distributors of electrical appliances in terms of brand image and pricing. The emergence of an increasing
number of brands of relatively low price electrical appliances in the past few years has created competition to
the Group. The Group also faces competition in the distribution channels with the emergence of direct selling.
The barrier to entry into the electrical appliances trading is high as exclusive product distribution right
could deter potential operators from entering into this market since there are only limited number of famous
brands and most of them are already handled by established distributors, such as the Group. In addition, the
capability to maintain a service team to provide reliable and consistent after-sales repair and maintenance
services poses another barrier of entry into this industry. Favourable brand positioning, coupled with the
Group’s effective distribution network and high quality after-sales service, have served as useful competitive
edges. The Group foresees its competitiveness in electrical appliances will stay strong although timely
adjustments are needed from time to time in response to changes in the competitive business environment.

On its cosmetics business, the Directors believe Shiseido has nurtured a solid loyal customer base built
on its consistently high product quality, outstanding customer service and the well established distribution
network that goes in line with the brand’s positioning. These competitive strengths have been working
favourably in expanding the Group’s business in cosmetics and the Directors believe they will continue to
grow stronger in the future.

Logistics

The Directors consider that the Group is one of the leading logistics service providers in Hong Kong
and Macao and is aiming to be a leading regional logistics service provider in the PRC in the long run.
Logistics business operators compete with each other mainly on pricing and services, which are based on
their capabilities measured by factors such as number of warehouses, type of facilities such as cold storage
facilities of various temperature, storage area, location of warehouses, size and variety of delivery fleet,
degree of sophistication of information technology system, know-how in handling logistics services, and
experience of management team. These also create barriers to entry for new comers to the logistics industry.
As logistics business is dependent on volume of transactions, scale of operations has an important bearing
on an operator’s cost effectiveness and profitability. Hence, the number and mix of customers can affect
competitiveness of a logistics provider such as the Group. An operator with a large number of customers and
balanced customer types such as the Group is likely to be more competitive, especially one with different
customers who have peak volumes that spread across different times of the year, or customers that demand
services at different times of the day. These enable an operator to spread demand over time and help to
increase utilisation rate of resources and facilities. The Group’s multi-temperature warchouse lineups in
Hong Kong and the Group’s ability and flexibility to cater for its customers’ demand for delivery services at
different times of a day put the Group’s logistics business in a competitive position. The Group considers that
it has an edge over other new entrants with its established extensive network and distribution hubs, its solid
experience from its trading and distribution businesses, and the related supply chain services provided which
distinguish the Group from other logistics service providers.
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To provide comprehensive services to the Group’s customers, the Group has invested heavily in the
provision of warehousing and nationwide and intercity deliveries, and value-added services such as Chinese
label application.

SUPPLIERS

Major purchase costs of the Group relate to cost of goods sold. For the three years ended 31 December
2006 and the six months ended 30 June 2007, purchase costs payable to the top five largest suppliers of the
Group accounted for approximately 40.4%, 27.8%, 26.6% and 28.7% of the Group’s total costs for goods
sold, respectively. During the same periods, the largest supplier accounted for approximately 18.8%, 7.6%,
11.1% and 10.7% of the Group’s total costs of goods sold, respectively. Isuzu Motors Limited has been one
of the five largest suppliers of the Group in terms of the Group’s total procurement amount for the three
years ended 31 December 2006 and the six months ended 30 June 2007. It was a substantial shareholder
of a subsidiary of the Group engaging in marketing activities. Save for the above, the Group’s five largest
suppliers are all Independent Third Parties. None of the chief executive of the Company, the Group’s
Directors nor any of their respective associates nor any Shareholder who, to the knowledge of the Directors,
will own more than 5% of the total issued Shares immediately after completion of the Global Offering, had
any interest in the Group’s five largest suppliers during the three years ended 31 December 2006 and the six
months ended 30 June 2007.

The purchase costs paid to the Group’s suppliers are mainly settled in US dollar, Japanese Yen, GBP,
Euro and Renminbi.

For the three years ended 31 December 2006 and six months ended 30 June 2006 and 2007, the
breakdown of purchase costs in different currencies by percentage is as follows:

For the years ended For the six months ended
31 December 30 June
2004 2005 2006 2006 2007
Purchases

Australian dollars 0.2% 0.2% 0.1% 0.1% 0.1%
British Pounds Sterling 2.4% 2.2% 6.0% 6.8% 5.9%
Canadian dollars 3.1% 3.5% 2.4% 3.3% 4.7%
Euro 4.9% 5.5% 5.3% 5.6% 5.4%
Hong Kong dollars 12.1% 15.8% 13.8% 12.1% 9.5%
Japanese Yen 35.2% 22.1% 20.7% 23.5% 21.4%
Renminbi 17.9% 19.9% 27.3% 23.0% 28.8%
Singapore dollars 1.3% 1.5% 1.5% 1.6% 1.8%
US dollars 22.8% 29.3% 22.9% 24.0% 22.4%
Others 0.1% 0.0% 0.0% 0.0% 0.0%

100.0% 100.0% 100.0% 100.0% 100.0%
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As at the Latest Practicable Date, the Group has established stable business relationships with the
Group’s top five largest suppliers. A majority of the top five suppliers during the three years ended 31
December 2006 and the six months ended 30 June 2007 have had a business relationship with the Group
for over five years. Save for the dealership or distributorship agreements for motor vehicles, Genuine Parts,
OE Parts, FMCG products, electrical appliances and cosmetics, the Group has not entered into any other
long-term contracts with its suppliers. Although the Group has not entered into any other long-term supply
contracts with all of its other major suppliers, the Group does not foresee any major problems in the future
related to the obtaining of goods required for its business as most of these products can be easily sourced in
the market from other alternative suppliers and the Directors consider that the Group has a good business
relationship with its suppliers.

INSURANCE

The Group maintains insurance policies with various insurance providers, covering losses or damages
to property, machinery, equipment, motor vehicles and other fixed assets. The Group also maintains public
liability insurance and general insurance which covers, among others, business interruption insurance, fidelity
guarantee insurance, contractors’ all risk, marine cargo and inland transit. The Group has taken out various
types of insurance for its employees, including employees’ compensation insurance, medical insurance,
personal accident and life insurance. Nevertheless, the Group has not insured for, among others, any war,
invasion, terrorism, confiscation, nationalization, nuclear and radiation risks, interruption of water supply, gas
or electricity, advertising injury and cyber risks, as such risks are not commercially insurable in Hong Kong,
Macao, the PRC and such other jurisdictions in which the Group operates its business.

For the three years ended 31 December 2006 and six months ended 30 June 2007, the insurance
premiums paid by the Group were approximately HK$34.6 million, HK$33.0 million, HK$34.3 million and
HK$20.3 million, respectively. No significant claims under these insurance policies have been made by the
Group during the three years ended 31 December 2006 and the six months ended 30 June 2007.

The property all risks insurance and public liability insurance taken out by the Group do not cover
certain damages or losses and contain a number of liability exclusion clauses including cyber risk exclusions.
The Directors are of the view that it is not commercially practicable to accept the prevailing premium rate to
cover such items. Further, the Directors consider that the insurance coverage of the Group is adequate and in
line with industry norms.

INTELLECTUAL PROPERTY RIGHTS

The Group owns, possesses, or has the right to use the intellectual property rights as set out in
section 6B of Appendix VI to this Prospectus. The Directors confirm that there is no material violation or
infringement of any intellectual property rights owned by the Group or by any third parties.

INTERNAL AUDIT

Being a wholly-owned subsidiary of CITIC Pacific, the Group has been subject to the audit by the
group internal audit department of the CITIC Pacific group, which provides independent reviews to monitor
the adequacy and effectiveness of the Group’s internal control systems. Upon Listing, the Group will engage
the group internal audit department of the CITIC Pacific group to perform internal audits for the Group. For
details of the terms, please refer to the section headed “Connected transactions” of this Prospectus.
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The Audit Committee of the Group is composed of three independent non-executive Directors. It has
a clear scope of responsibilities and is accountable to the Board. Risk assessment methodology and the audit
schedule need to be approved by the Audit Committee on an annual basis. Special reviews will be performed
on any areas of concern identified by the Audit Committee or the Group’s senior management upon request.
The scope of the internal audit includes the reviews on:

. internal control systems of major business operations which generate significant revenue for the
Group;

. internal control systems which safeguard the Group’s assets; and

. accounting and reporting procedures and financial statements.

The audit result is discussed and agreed with the management of the Group subsequent to each review.
A summary of major audit findings together with the actions to be taken by the Group’s management for
rectifying the control weaknesses is also submitted to the Audit Committee. The implementation of the
remedial actions will then be followed up and the implementation progress will be reported to the Audit
Committee on a semi-annual basis.

Based on the internal audit reviews performed by Group Internal Audit Department of CITIC Pacific
(“GIA Department”) during the three financial years ended 31 December 2006 and the six months ended 30
June 2007, the Group had not identified any major audit findings which might lead to significant losses of
assets or significant risk.

Since 2004, the GIA Department has performed 55 audit reviews on the subsidiaries and departments
of the Group. The audit findings noted from such audit reviews were mainly related to the minor weaknesses
found in the internal control procedures of daily business operations and accounting process in these
subsidiaries or departments. The management of the Group has already taken remedial actions to review and
improve the internal control systems.

The audit findings have been reported to the Company’s management as well as the audit committee
of CITIC Pacific. Copies of each of the internal audit reports have also been given to the external auditors,
KPMG, for their reference.

INTERNAL CONTROL

In order to maintain the integrity of the Group’s business and financial operations and to safeguard
against business risks which may result from inadequate internal processes and systems, the Group has
adopted and has been implementing a series of internal controls, some of which are as follows:

. Segregation of roles and responsibilities between the Board and the Group’s senior management.
The Board, which is headed by the Chairman, is responsible for setting corporate strategic
plans, overall objectives and financial budgets. The Board is also responsible for ensuring
that management’s objectives and activities are aligned with the strategic plans and objectives
identified by the Board. The Board also monitors and reviews the performance of the management.
The Group’s senior management is comprised of the Chief Executive Officer and heads of various
business units, which are in charge of the actual implementation of corporate strategies, business
development and the daily operation of business. Various business units provide support to the
Group’s senior management for the overall management and performance of the Company. The
Group’s senior management reports to the Chief Executive Officer, who is also a Board member;
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Risk Management and Internal Control Guidelines — define the requirements and processes for
identifying, managing and mitigating key business, financial and operational risks by the senior
management across the 3 businesses, who will meet every month to review the risks that are
identified by each department head and to discuss the action plans to eliminate or mitigate such
risks;

Code of Conduct — the Group has established a code of conduct, which is drafted by reference
to the corporate governance practices as well as the Listing Rules, to ensure that the Group’s staff
is in compliance with ethical standards as well as to maintain the Group’s best practices for staff
integrity in protecting the commercial interests of the Group. The following measures are in place
to ensure compliance with the Code of Conduct:

. Various business units and divisions of the Group’s operation are required to report
regularly, on a 6 month basis, to the Corporate Planning and Management Department of
the Company in relation to the compliance of the Code of Conduct and other compliance
matters;

. the Corporate Planning and Management Department carries out random checking from
time to time to further enhance compliance;

. the Human Resources Department of the Company briefs all new employees of the
Company about the Code of Conduct;

. new employees are required to sign a declaration to indicate their understanding of the Code
of Conduct and to undertake to report any breach of the Code of Conduct; and

. the Human Resources Department of the Company together with the Independent
Commission Against Corruption organise refresher sessions on the Code of Conduct for the
employees annually.

Financial Authority Control Policy — defines the financial authority delegated by the Board to
the different levels of management on day-to-day operations. Such financial authority is delegated
to different levels of management based on a monetary scale according to level of seniority;

Credit Control Policy — defines the financial control procedure to manage the credit risks posed
by the Group’s customers, service suspension or termination;

Regulatory Compliance — each department of the Group is responsible for its respective
department’s as well as the Group’s compliance with the rules and regulations in the areas of its
responsibilities;

Business Plan Formulation and Monitoring Guidelines — used for the preparation of the Group’s
annual operating plan. They define the information that is required for budgeting, performance
management in terms of revenues, capital and operating expenses, and manpower planning. A
monthly performance meeting is held by the management team to keep track of the Group’s
business performance and to recommend actions for improvement;
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. Projects and Products Development Guidelines — define the processes for the approval of new
projects and products and/or their development. To achieve the Group’s corporate objectives,
the Board sets and defines an overall annual budget and an annual business plan for the Group’s
various businesses. All new projects and products and/or their development must be implemented
within the ambit of the annual budget and the scope of the annual business plan, or approved by
the Board. Furthermore, the Board’s approval will also be needed if the new projects and products
and/or their development meet the following criteria:

(i) the costs of the implementation of the new projects and products and/or their development
exceed the specified monetary project limit set by the Board; and/or

(i1) the new projects and products and/or their development would bring the Group into areas
outside the existing areas of business of the Group; and

. real time management information system — this system is developed by the Group for the
timely collection and distribution of information in order to facilitate management decisions and
performance management.

COMPLIANCE
Hong Kong

During the three years ended 31 December 2006, several prosecutions were brought against the
Group in Hong Kong regarding the carrying on of the business of a food factory otherwise than under and
in accordance with a licence granted by the Director of Food and Environmental Hygiene Department,
selling prepackaged food which was not marked or labelled in the manner prescribed in the Food and Drugs
(Composition and Labelling) Regulations, failing to ensure that the dangerous parts of machinery were
effectively guarded in contravention of the Factories and Industrial Undertakings Ordinance, and using a
vehicle with defective braking system. The total amount of fines for these prosecutions for the years ended
31 December 2004, 2005 and 2006 were HK$3,000, HK$10,000 and HK$7,000 respectively. Prosecution
regarding such carrying on the business of a food factory was due to the expiry of food factory licence arising
from delay in applications for renewal of such licence. Such licence was immediately renewed subsequently.

The Group has obtained all necessary special licences, permits, certificates and registrations for its
operation in Hong Kong, except that Dah Chong Hong is currently in the process of applying for a licence for
discharge of commercial trade effluent for some of its existing premises.

PRC Social Security Funds

Under (4L {RB&AESE 1T##1) (Interim Regulation on the Collection and Payment of Social
Security Funds), the Group is required to pay various social security funds, namely, basic pension insurance
(FEATELMF), unemployment insurance (3~ F), basic medical insurance (FE4 B EEARFR), occupational
injury insurance (T5%{#F), and insurance for maternity leave (4 & {#F) for employees to the relevant
administrative authorities.
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Some of the Group’s subsidiaries have not paid the social security funds for various reasons. Several
PRC subsidiaries of the Group have not recruited any staff because they are newly established; some of them
have not started operation since establishment or their businesses are being operated by employees of another
subsidiary. These PRC subsidiaries are not required to pay social security funds. Some PRC subsidiaries of
the Group have not paid for social security funds because they either have ceased their operations, are in the
process of winding-up or have been wound up. The Company and the PRC legal advisers do not consider the
above non-payments of such security funds are in breach of any applicable laws and regulations.

However, the current policy of social security funds has yet to be fully and strictly implemented in some
cities in the PRC, and the requirements of payments of social security funds may be different among cities.
For instances, the payment of insurance for maternity leave is not strictly required by certain local authorities.
Due to the above reasons and inadvertent omissions of some subsidiaries, insurance for maternity leave has
not been fully paid by some PRC subsidiaries, and unemployment and medical insurances have yet to be
fully paid by a PRC subsidiary. The Group underpaid social security funds by approximately RMB4,096,
RMB40,903, RMB87,045 and RMB47,047 for each of the three financial years ended 31 December 2006
and the six months ended 30 June 2007 respectively. Total exposure of the Group in penalties accrued to
30 June 2007 in respect of such failure is estimated as of the Latest Practicable Date to be approximately
RMBI133,364. The Group has been ensuring that all its PRC employees are registered with the PRC labour
and social security authorities, and has been making progressive repayments of the outstanding security fund.

The Group has not in the past faced any challenge by any governmental authorities over the outstanding
social security funds. However, there can be no assurance that the relevant governmental authorities will
not challenge the outstanding funds and impose a fine in the future. The Selling Shareholder, CITIC Pacific,
has provided an indemnity in favour of the Group to cover any losses, damages, claims or penalties that
the Group may suffer or incur in relation to the Group’s failure to the payment of social security funds
as mentioned above. Please also see “Risk factors — The Group is subject to PRC laws and regulations
governing social security funds and housing accumulation funds and the failure to comply with the relevant
laws and regulations may adversely affect the Group’s business”.

PRC Housing Accumulation Funds

Under {fiFE AR 44 #1%H]) (Regulation on the Administration of Housing Accumulation Funds), the
Group is required to pay its portion of housing accumulation funds, and to withhold and pay its employees’
portions to the local administrative authorities.

Some of the Group’s subsidiaries have not paid the housing accumulation funds for various reasons.
Several PRC subsidiaries of the Group have not recruited any staff because they are newly established; some
of them have not started operation since establishment or their businesses are being operated by employees
of another subsidiary. These PRC subsidiaries are not required to pay housing accumulation funds. Some
PRC subsidiaries of the Group have not paid for housing accumulation funds because they either have ceased
their operations, are in the process of winding-up or have been wound up. The Company and the PRC legal
advisers do not consider the above non-payments of such housing accumulation funds are in breach of any
applicable laws and regulations.
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However, the current policy of housing accumulation funds has yet to be fully and strictly implemented
in some cities in the PRC, and the requirements of payments of housing accumulation funds may be different
among cities. The payment of housing accumulation funds may not be strictly required by certain local
authorities. Due to the above reasons and inadvertent omissions of some subsidiaries, housing accumulation
funds have yet to be fully paid by some PRC subsidiaries. The Group underpaid housing accumulation funds
by approximately RMB291,541, RMB523,974, RMB832,221 and RMB614,915 for each of the three financial
years ended 31 December 2006 and the six months ended 30 June 2007 respectively. Total exposure of the
Group in penalties in respect of such failure is estimated as of the Latest Practicable Date to be an aggregate
amount of RMB140,000 to RMB700,000. The Group has been ensuring that all its PRC employees register
their housing accumulation funds) accounts with the local governmental authorities, and has been making
progressive repayments of the outstanding funds. The Group has not in the past faced any challenge by
any governmental authorities over the outstanding housing accumulation funds. However, there can be no
assurance that the relevant governmental authorities will not challenge the outstanding funds and impose
a fine in the future. The Selling Shareholder, CITIC Pacific, has provided an indemnity in favour of the
Group to cover any losses, damages, claims or penalties that the Group may suffer or incur in relation to the
Group’s failure to the payment of housing accumulation funds as mentioned above. Please also refer to the
section headed “Risk factors — The Group is subject to PRC laws and regulations governing social security
funds and housing accumulation funds and the failure to comply with the relevant laws and regulations may
adversely affect the Group’s business”.

Other Licences

The Group has obtained all necessary special licences, permits, certificates and registrations for
its business in the PRC, except that a few subsidiaries are in the process of applying for kAR5 Y7 nl
# (Certificates of Approval for Pollutant Discharge) or % ¥4 £8 & #F 7] 3% (Road Transport Business
Operation Licence) for certain automotive businesses currently carried out by such companies. The main
reasons for the delay in obtaining such licenses are: (a) some of these subsidiaries were recently established,
the application for these licenses are still in process; and (b) inadvertent omission. A penalty imposed by
relevant governmental authorities in respect of such failure of compliance by 13 relevant PRC subsidiaries is
estimated as of the Latest Practicable Date to be an aggregate amount of RMB670,000 to RMB700,000. The
Group has not in the past faced any challenge by any governmental authorities over the operation of motor
related business because of not obtaining such licenses. However, there can be no assurance that the relevant
governmental authorities will not challenge the outstanding of such licenses and suspend the Group’s relevant
business operations or impose a fine in the future. The selling shareholder, CITIC Pacific, has provided an
indemnity in favour of the Group to cover any losses, damages, claims or penalties that the Group may suffer
or incur in relation to the Group’s failure to obtain these aforementioned approvals, permits and licences
as mentioned above. Please also see “Industry overview — Licensing requirements in the PRC” and “Risk
factors — The Group requires various approvals, licences and permits to operate its business and the loss of
or failure to obtain or renew any or all of these approvals, licences and permits could materially and adversely
affect its business”.

Under the existing PRC laws and regulations, including (B B B 7% i — 2 i@ 7E 55 AN A7 eSS0 iy
EIA )  (Circular of the State Council Concerning Further Strengthening the Administration of Share
Issuance and Listing Overseas) and <B4 /M 4% & 25 Of 5% A (> 2E19%1 7€) (The Provisions on the Takeover
of Domestic Enterprises by Foreign Investors) - the Group is not required to obtain any approval or permit by
the CSRC or any other PRC governmental authorities for the IPO.

Apart from licensing requirements, there is no specific regulatory requirement that governs the Group’s

operations and business development strategies. For details of the licensing requirements, please see “Industry
overview — Licensing requirements” of this Prospectus.
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In October 2006, Triangle Auto Pte. Ltd. was fined SGD70,000 for making incorrect GST return under
the Goods and Services Act (Cap 117A) for the period between April 1994 and October 2006.

Save as disclosed above, the Group has complied with all relevant laws and regulations in all material
respects in all jurisdictions where it has operated during the three years ended 31 December 2006 and the six
months ended 30 June 2007 and as at the Latest Practicable Date.

PROPERTIES

As at the Latest Practicable Date, the Group owned and leased various real properties in Hong Kong,
Macao, the PRC, Japan, Canada and Singapore as set out below.

Summary of real properties owned and occupied by the Group

As at the Latest Practicable Date, the Group owned and occupied the following real properties in the
following countries for its business operations:

Office, Food
Showroom,  Processing Logistics

Car Storage, Centre, Warehouse, Floor
Location Workshop Retail outlets Cold Storage Vacant Land Area (m?)
Hong Kong 6 1 — — 1,116
Macao — — — — —
The PRC 4 — 3 3 50,824
Japan 1 — — — 898
Canada 1 — — — 2,013
Singapore 2 — — — 5,978

Knight Frank Petty Limited has valued the above premises attributable to the Group at an aggregate
valuation of HK$614,223,330 as at 31 July 2007.

The properties owned by the Group comprise buildings and structures (including investment properties
of approximately 15,431m?) having a total floor area of approximately 76,261 m?, representing approximately
16.0% of the total floor area of the properties held or leased by the Group in the PRC, Hong Kong, Macao,
Japan and Singapore.

As at the Latest Practicable Date, the Group has not obtained a proper building certificate which it
should have obtained for a parcel of land and building that it owns and occupies in the PRC. This comprises 1
property occupied by the Group in Shanghai identified as Property No. 16 in Appendix IV to this Prospectus.
This property is used for showroom and cars storage and comprises a total floor area of approximately 3,641m?,
representing approximately 4.8% of the total floor area of the properties held and occupied by the Group.
This property is not considered to be crucial to the Group’s operations and the Group expects to obtain the
building certificate by around November 2007. There is no potential liability or penalty if the Group fails to
obtain such a proper building certificate. The Company’s PRC legal advisers advised that there is no legal
impediment for the Group to obtain such a building certificate.
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In addition, development of three parcels of land held by the Group in the PRC were not commenced
and completed within the specified time. This may lead to penalties or forfeiture of the land. Please see “Risk
factors — Certain lands or buildings where the Group operates its business in the PRC and overseas do not
have proper title or the head lessor’s consent for sub-lease or the Group may fail to, or need to incur further
expenses or time to, secure legal ownership over certain lands or buildings which it owns in the PRC”. This
comprises three properties owned by the Group in Jiangmen identified as property Nos. 11, 12 and 13 in
Appendix IV to this Prospectus. These properties comprise a site area of approximately 309,674m? Under
the H#E A RILFNE I i 5 & 45 B9 (the Law of the People’s Republic of China on Urban Real Estate
Administration), if the Group failed to commence development of the land within the specified time according
to the terms of the land grant contract, the Land Resources Authority may impose a penalty of up to 20% of
the land premium when the delay in development is more than one year from the specified commencement
date. If the delay in development is more than two years from the specified commencement date, the Land
Resources Authority may order the Group to surrender the lands for no consideration and forfeit all the rights
granted on the land. The Group will apply for &% TFERLEIFF I 3E (Construction Planning Permits) and ##%
T LFF A HE (Construction Building Permit) for the three parcels of land in question. However, penalties
may still be imposed by relevant governmental authorities in respect of delayed development which can be
up to 20% of the land premium. On the basis of the land premium of approximately RMB9.8 million has paid
for these three parcels of land, such penalties can be up to approximately RMB1.96 million. The Group may
therefore need to incur further expenses in order to secure ownership over the land where development has
been delayed.

The Company does not consider that the above mentioned properties are crucial to the Group in
conducting its business. Most of the such properties can, if necessary, be replaced by other comparable
alternative premises without any material adverse effect on the Group’s operation and with low relocation
costs. Please see “Risk factors — Certain lands or buildings where the Group operates its business in the
PRC and overseas do not have proper title or the head lessor’s consent for sub-lease or the Group may fail to,
or need to incur further expenses or time to, secure legal ownership over certain lands or buildings which it
owns in the PRC” in respect of these properties in the Prospectus.

CITIC Pacific has provided an indemnity in favour of the Company to cover any claim, loss or expenses
suffered or incurred by the Group arising out of or in connection with these properties with respect to any

defects in title as mentioned above.

Apart from the above mentioned, the Group has obtained the legal titles to all the lands and buildings it
owns and occupies in Hong Kong and PRC.
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Summary of real properties leased by the Group

As at the Latest Practicable Date, the Group leased the following real properties at the following
locations from Independent Third Parties pursuant to various tenancy or lease agreements for its business
operations:

Office, Food Logistics

Showroom, Processing Warehouse,
Car Storage, Centre, Cold Site for car Floor
Location Workshop Retail outlets Storage Residential parking area (m?
Hong Kong 37 54 5 2 3 230,339
Macao 2 — — — 1 474
The PRC 62 4 1 2 — 114,658
Japan — — — 2 — 166
Canada 1 — — — — 5,557
Singapore 1 — — — 3 287

The rents for the real properties were agreed after arm’s length negotiation with reference to market
rentals and Knight Frank Petty Limited, acting as an independent valuer, has confirmed that the rents are
comparable to market rates. The Group does not consider acquiring its own properties as a commercially
justified option because leasing allows the Group the flexibility to locate its facilities, especially showrooms
and DCH Food Mart, at strategic locations according to sales trends at the time.

Of the leased premises, 8 of them were rented from associates of CITIC Pacific and used by the Group
as sales and services outlets and warehouses. One of such tenancy is an oral tenancy, which the Company will
surrender on or before 29 February 2008. As at the Latest Practicable Date, the Company was in the process
of relocating its existing business operation to a new premises. The remaining 7 tenancy agreements between
associates of CITIC Pacific and the Group for these leased premises are legally binding and enforceable
against the parties and are registered. Notwithstanding the associated retail nature of such outlets such as
accessibility and convenience which makes the location of the properties for the showrooms and DCH Food
Mart are crucial to the Group’s operation, the Company does not consider the leasing of such premises a
reliance on CITIC Pacific as relocation of its premises (if and when required) would not create undue burden
to the operations of the Company nor does the Company consider relocation for the purpose of the Listing to
be beneficial to its operation.

Some of the lands and/or buildings in the PRC where the Group operates its business have one or more
of the following title defects:

(a) 13 parcels of land and building leased from Independent Third Party landlords where the landlords
do not have proper land or building title certificates. These comprise properties leased by the
Group identified as Property Nos. 143, 155, 160, 166, 176179, 181, 188, 195, 201 and 206 in
Appendix IV to this Prospectus. These properties comprise a total floor area of approximately
9,157m?, representing approximately 1.9% of the total floor area of the properties leased and
owned by the Group.
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(b) 7 parcels of buildings where the Group funded the construction on lands leased from Independent
Third Party landlords and the landlords are in the process of applying for the proper building title
certificates. These comprise properties leased by the Group identified as Property Nos. 153, 154,
158, 168, 170, 208 and 210 in Appendix IV to this Prospectus. These properties comprise a total
floor area of approximately 23,968 m? representing approximately 5.0% of the total floor area of
the properties leased and owned by the Group.

(c) 7 parcels of buildings where the Group funded the construction on lands leased from Independent
Third Party landlords and the landlords have not yet provided proper land and building title
certificates. These comprise properties leased by the Group identified as Property Nos. 157, 159,
175, 180, 207, 209 and 211 in Appendix IV to this Prospectus. These properties comprise a total
floor area of approximately 27,530m?, representing approximately 5.8% of the total floor area of
the properties leased and owned by the Group.

The Group has been liaising with the relevant landlords and to request them to obtain the relevant
proper land or building title certificates. Confirmations have been sought from some of the landlords and they
are in the process of obtaining such land or building title certificates. The Group will continue to monitor and
review the latest progress with the landlords.

The use of the above leased premises may be challenged and the Group may need to relocate its
existing business operations. The Group may also be unable to secure the ownership over the buildings where
construction were funded by the Group. Furthermore, if such lands leased to the Group are collectively-
owned land and the Group operates its business on them for non-agricultural uses without special permission,
subject to HH#E A RILFNE + HbE L (Land Administration Law of the People’s Republic of China), the
administrative departments at or above county level may order to terminate such lease.

In respect of the premises sub-leased to one subsidiary of the Group in Singapore identified as Property
No. 218 in Appendix IV to this Prospectus, the relevant written approval from the head lessor (being the
President of the Republic of Singapore) for such sub-lease has yet to be obtained by the main tenant. In the
absence of such approval, the Collector of Land Revenue of Singapore or any officer authorised by him in
writing on behalf of the lessor may enter upon and take possession of the land and the premises. In any of the
above events, the Group may be required to terminate the existing leases and relocate its existing business
operations.

CITIC Pacific has provided an indemnity in favour of the Company to cover any claim, loss or expenses
suffered or incurred by the Group arising out of or in connection with these properties with respect to any
defects in title as mentioned above.

Please see “Risk factors — Risks relating to the Group and its operations — Certain lands or buildings
where the Group operates its business in the PRC and overseas do not have proper title or the head lessor’s
consent for sub-lease or the Group may fail to, or need to incur further expenses or time to, secure legal
ownership over certain lands or buildings, which it owns in the PRC”.
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Summary of real properties owned by the Group which are leased to third parties

In addition to the above, the Group leases the following real properties at the following locations to
third parties pursuant to various tenancy agreements:

Food

processing
centre, Office, Floor Area
Location retail outlets  workshop Residential Car parking Farm/Land (m?)
Hong Kong 6 1 — 1 — 1,426
Macao — — — — — —
The PRC 2 — — — — 8,094
Japan — 2 4 — 4 5,910
Canada — — — — — —
Singapore — — — — — —

For the properties owned by the Group in Hong Kong and PRC which are leased to third parties, the
Group has the proper property titles to these properties and the leases are legally binding and enforceable
and are registered. The latest term of the expiry of these leases is 31 December 2009 if option to renew is not
exercised.

For details of the real properties owned and leased by the Group, please refer to the valuation report set
out in Appendix IV to this Prospectus.

CONTRACTUAL ARRANGEMENTS

Until the mid-1990s, foreign trade in the PRC was tightly regulated and controlled by the State. Only
companies with the “Import and Export Enterprise Qualification Certificate” had import and export rights.
Most of these companies were State owned businesses. In 1994, the PRC passed the Foreign Trade Law.
Since then, China has relaxed the requirements to grant the import and export rights to wholly Chinese-
owned enterprises. However, foreign ownerships of companies in the PRC were still restricted. According
to (PRI E A 258 B %) (Foreign Investment Industries Guidance Catalogue), which was introduced in
1995 and was later amended in 1997 (the “1995 Catalogue™), general trading, motor distribution and logistics
businesses in which the Group engaged in were classified under the restricted category. Foreign enterprises
were not allowed to wholly own businesses under the restricted category. As a result, the Group has been
conducting its operations in the PRC since 1997 through various companies incorporated in the PRC as
tabled in “Summary of Contractual Arrangements in respect of Certain PRC Entities within the Group” in
the Appendix VI of this Prospectus (i.e. OPCOs) which are owned by PRC nationals or PRC companies
(i.e. the Registered Owner(s)) for the benefits of the Group by virtue of the Contractual Arrangements set out
below. All such Registered Owners are the Group’s employees or their associates or companies controlled
by the Group except VLM A8 1K H 84 & IRE A BR/A H (Jiangmen Heli Motors Sale and Service Limited), the
Registered Owner of which is an Independent Third Party company.

The Group does not have direct equity interests in these OPCOs. However, the Group has implemented
a series of Contractual Arrangements (i.e. Contractual Arrangements) with the Registered Owners of these
OPCOs, designed specifically to confer upon the Group the following rights and benefits:

(1)  the right to enjoy all the economic benefits of the OPCOs, to exercise management control over
the operations of the OPCOs, and to prevent leakages of assets and values to shareholders of the
OPCOs; and
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(i) the right to acquire, if and when permitted by PRC law, the equity interests in the OPCOs at nil
consideration or at a nominal value.

The written documentation for the Contractual Arrangements was formally signed by the relevant
member of the Group and the relevant Registered Owners in July 2007 to ratify the arrangements as
implemented and exercised by the parties since the establishment or acquisition of the OPCOs. On such basis,
the Group consolidates the financial results of the OPCOs as subsidiaries or treats them as jointly controlled
entities or associated companies, depending on the attributable interests in the OPCOs of the Group under the
prevailing accounting principles. Please see “Financial information — Basis of presentation”. The Company’s
PRC legal advisers agree with the Company’s view that the Contractual Arrangements have been narrowly
tailored based on the legal and compliance history of the Group, its management systems and corporate
governance practices, its records in protecting shareholder interests and its financial resources so as to ensure
compliance with and to minimise the potential for conflict with the relevant PRC laws and regulations.

The Group, the Registered Owners and the OPCOs have complied with, and are expected to continue
to comply with, all relevant PRC laws and regulations insofar as the operations of OPCOs are concerned.
As at the Latest Practicable Date, the Company has not received any objection from any PRC governmental
authorities in relation to the implementation of the Contractual Arrangements.

The Contractual Arrangements in respect of each of the OPCOs were demonstrated and ratified by way
of a Confirmation and Agreement on the Shareholding Arrangements JBHE %Pk 1) fERR X 7% (i.e. Contractual
Arrangements Agreement(s)) with the respective Registered Owner(s) and the relevant member of the Group
in Hong Kong or PRC acting as the intermediate holding company (i.e. Holding Subsidiary). Brief summary
of the Contractual Arrangements Agreement(s) are set out as follows:

(i)  Shareholding and loan advancement

The respective Registered Owner(s) has been registered as the legal shareholder(s) of the
respective OPCOs, being the owner(s) of all or a portion of the registered capital of the OPCOs. The
Holding Subsidiary has advanced a loan in Renminbi to the Registered Owner(s) for the sole purpose
of its investment in the OPCOs without repayment provided that the Registered Owner(s) shall perform
its obligations under the Contractual Arrangements Agreement(s). The Company’s PRC legal advisers
advised that the advance of such loan does not contravene applicable PRC laws or regulations and
is valid and enforceable and in compliance with relevant requirements of applicable PRC laws and
regulations.

(i) Management

The respective Registered Owner(s) shall consult and follow the instructions of the respective
Holding Subsidiary, when it is involved in the management and exercise of its right as the
shareholder(s) of the respective OPCOs, such rights shall include and without limitation to voting at the
shareholders or board meetings, appointing directors and making decisions in respect of the operation
and financial issues of the OPCOs.

(iii) Dividends
All the dividends, capital bonus or any other assets distributed to the respective Registered
Owner(s) by the respective OPCO shall be transferred to the respective Holding Subsidiary or any other

party nominated by the Holding Subsidiary at nil consideration within three working days after such
distribution.
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(iv) Option to purchase

The respective Holding Subsidiary shall have an option to purchase (or nominate a third party
to purchase), all the interests of the respective Registered Owner(s) in the respective OPCO at the
minimum transfer price permitted under the relevant PRC laws and regulations (i.e. at nil consideration
or at a nominal value). Where the PRC laws or regulations require the consideration for such transfer
to be at the market value, the said consideration shall firstly be applied to set off the loan advanced
from the Holding Subsidiary to the Registered Owner(s) as described in (i) above, and the excess of
which (if any) shall be refunded to the Holding Subsidiary (or any third party nominated by the Holding
Subsidiary) within three working days after the Registered Owner(s) received such payment.

To ensure compliance, major issues arising from implementation of the Contractual Arrangements
and operation of the OPCOs will be reviewed by the board from time to time. The Group conducts
regular internal management meeting on a monthly and quarterly basis to review such implementation
and operation, and discuss any issues identified. Matters relating to compliance and regulatory enquiries
from governmental authorities will be discussed in these meetings. Various business units and divisions
of the Company’s operation are required to report regularly, on a half-yearly basis, to the Corporate
Planning and Management Department of the Company in relation to compliance related matters. The
Corporate Planning and Management Department carries out random checking from time to time by
way of questionnaire to further enhance compliance. If required, external advisers, e.g. PRC legal
advisers, will be retained to address specific issues in relation to PRC laws and regulations.

The Group will seek specific performance of the Contractual Arrangements judicially, to require
the transfer of the relevant equity interest to the Group or its other designates in case a Registered
Owner for whatever reasons cease to hold the equity interests in the relevant OPCO. As at the Latest
Practicable Date, the Group is not aware of any circumstances which would require the Group to do so.
The Company’s PRC legal advisers advised that:

(a) save as paragraph (e) below, the Contractual Arrangements do not contravene PRC laws,
rules or regulations effective since the incorporation of the OPCOs and are enforceable in
accordance with their terms and conditions;

(b) no consent, approval, registration or licence, other than those already obtained is, or has
been required under any existing PRC laws, rules and regulations for the effectiveness and
enforceability of the Contractual Arrangements during the three years ended 31 December
2006 and six months ended 30 June 2007;

(c) the Group, the OPCOs and/or the Registered Owners are not required to obtain any relevant
approval or licence for entering into the Contractual Arrangement; and

(d) the Contractual Arrangements taken individually and together as a whole do not result,
nor has it resulted during the three years ended 31 December 2006 and six months ended
30 June 2007, in a breach of any provisions of the respective articles of association of the
OPCOs, and the Contractual Arrangements are not, and has not during the three years ended
31 December 2006 and six months ended 30 June 2007 been, prohibited under existing
applicable laws and regulations in the PRC.
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(e) As part of the Contractual Arrangements, VLI"/Ti 8 B /X H 858 RH5 A A Al (Jiangmen
Baochang Motors Sale and Service Limited), a subsidiary of the Company, has extended
an interest-free loan in the amount of RMB15 million to VL. 1i %% B{5H E 5 A RA w
(Jiangmen Meichang Motors Trading Limited) in its capacity as the Registered Owner
of 75% registered capital of VLM &#IXHH &R A WA A (Jiangmen Heli Motors
Sale and Service Limited). Also, DCH Supply Chain Management Company Limited,
another subsidiary of the Company, has extended an interest-free loan in the amount of
RMBO0.9 million and RMBO.1 million to % & ¢ A R\ 7 (Shanghai Vision Electrical
Appliances Co., Ltd.) and LMK EZ 517 A A A Dah Chong Hong (Jiangmen) Limited
in the capacity as the Registered Owners of 90% and 10% registered capital of LMK E1T
SEE A #A R A A (Jiangmen DCH Supply Chain Management Co., Ltd.), respectively.
A corporation shall not extend a loan to another corporation and the Company’s PRC
legal advisers are of the view that such loan violated PRC laws and regulations relating to
the banking administrative system, including Article 61 of {f¥F#HI) (the PRC General
Principles of Loans) promulgated by the People’s Bank of China (“PBOC”) on 28 June
1996. Article 73 of (& #E ) (the PRC General Principles of Loans) further provides that
the PBOC may impose a penalty on the lender of up to five times the income to be generated
from such lending, and may declare the loan invalid.

The Company’s PRC legal advisers further advised that:

. no income-base penalty could be imposed in relation to the loan mentioned in paragraph (e)
above, as no interest is payable on the loan

. the borrower has to repay the loan to the lender if the loan is declared invalid

Based on the above, the Company does not consider the full repayment of the loan extended by
LT 8 B YR H S B IR A BR/A A] (Jiangmen Baochang Motors Sale and Service Limited) and DCH
Supply Chain Management Company Limited will be adversely affected.

It is not a common practice in the PRC to seek confirmation from the appropriate authorities
regarding the legality of the Contractual Arrangements and such confirmation may or may not be
forthcoming if sought. Notwithstanding the aforesaid, the Company has contacted the relevant
authorities with the view to obtaining such confirmations but no response has yet been given. In arriving
at their opinion, the Company’s PRC legal advisers have taken all possible action and steps to enable
themselves to arrive at its legal opinion and have considered the following matters:

. General Principles of Civil Laws of the People’s Republic of China

. Contract Laws of the People’s Republic of China

. the fact that the Group does not have direct equity interests in any OPCOs

. the fact that, to the extent the relevant motor vehicle sales, motor vehicle related business
and services, sales of food and consumer products and logistics services in the PRC were
not permitted to be legally owned by the Group in the PRC,

(i)  the Group has been conducting its operations in the PRC through the OPCOs; and

(i) no members of the Group (other than the OPCOs) has been conducting such business
in the PRC.
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With the support of the PRC legal opinion on the Contractual Arrangements, the Company is of
the view that the current Contractual Arrangements with the Registered Owners can securely safeguard
the Company’s equity interests in the OPCOs on the following basis:

1. by virtue of his/her legal ownership in the OPCOs, individual Registered Owners are
normally nominated as the legal representative of the relevant OPCOs. They do not have
any actual or substantive executive role in the OPCOs.

2. the right of the Registered Owners to appoint directors and management members of
OPCOs are conferred on the Holding Subsidiaries. In exercise of this right, the Company
has appointed employees (other than the Registered Owners) to act as directors or
senior managers of OPCOs, The operation of each subsidiary OPCOs are also under the
supervision of an executive general manager nominated by the Company (other than the
Registered Owners).

3. the shareholders recorded in the register of shareholders may not claim and exercise the
shareholder’s rights against a third party unless the shareholding or relevant transfer is
registered with the relevant State Administrative of Industry and Commerce. To safeguard
any transfer of shareholding, registers of sharecholders in OPCOs (if any) and the company
seal of the relevant OPCO required for such registration are kept by the boards of directors
(other than the Registered Owners) of the relevant OPCOs. The use of company seal
is subject to the Group’s internal control procedures which include approval from the
executive general manager of the OPCOs. Registered Owners are not in possession of the
company seal.

4.  if required, the call option mechanism under the Contractual Arrangements enable the
Holding Subsidiaries to replace a Registered Owner at its sole discretion at any time.

5. other than being nominees for the Group, the Registered Owners do not involve in the daily
operation of the relevant OPCOs. They are not in possession of contract and finance seals
or other instruments of the OPCOs which would allow them to divest any assets, open bank
accounts, borrow bank loans and draw any cash or equivalents.

In November 2001 China officially became a member of the WTO. After China joined the WTO,
amendments to its foreign investment laws were made to meet its WTO obligations to further liberalize
industries including general trading, motor distribution and logistics businesses in which the Group
engages. The objective of these changes was to bring China’s foreign investment laws in line with WTO
stipulations and provide investors with greater opportunities to compete with Chinese enterprises in
the domestic market on equal footing. In March 2002, the State Development and Reform Commission
and the Ministry of Commerce jointly promulgated a revised “Foreign Investment Industries Guidance
Catalogue” (the “2002 Catalogue”) to replace the 1995 Catalogue. The 2002 Catalogue came into effect
on 1 April 2002. In the 2002 Catalogue, general trading (excluding dealerships) and logistics businesses
were added in the encouraged category. Enterprises falling under this category can be wholly owned by
foreign enterprises. The 2002 Catalogue allows general trading (including distributorship) and motor
distribution businesses to be wholly owned by foreign enterprises by the end of 2006. In November
2004, a newly revised “Foreign Investment Industries Guidance Catalogue” (the “2004 Catalogue™)
was promulgated to replace the 2002 Catalogue. The 2004 Catalogue came into effect on 1 January
2005 and did not amend the provisions in the 2002 Catalogue in respect of general trading and motor
distribution. Therefore, the Group intends to and is in the process of converting the existing Contractual
Arrangements into direct equity interests owned by the Group. In 2005, the Group has successfully
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set up a foreign wholly-owned company, namely, & FRHL8 & IRF (T E)ARA T (Triangle Motor
Sales and Services (China) Co., Ltd.) in the PRC to conduct motor vehicles retail business in the PRC
under CEPA. In the fourth quarter of 2006, the Group has started conversion in respect of two of its
Contractual Arrangements for E B A5 FH /R H 84 8 IRFS A BR/A 7 (Kunming Lianya Toyata Motors
Sale and Service Limited) and EW G # K815 5 A /2w (Kunming Heyun Motors Trading Limited)
under WTO on a trial basis. As at the Latest Practicable Date, the Group could have converted its
interest in the OPCOs into direct equity interest either under the CEPA approach or the WTO approach.
Subject to the successful conversion of the said two trial cases, and the time and cost effectiveness
of the conversion under the WTO approach, the Group expects to implement conversion for other
Contractual Arrangements under the WTO approach. It is expected that the conversion of these two trial
cases will be completed by the end of this year. The PRC legal advisers of the Company advised that
there was no foreseeable legal impediment to the conversion of these two Contractual Arrangements
and to the conversion of all other Contractual Arrangements since the applicable foreign investment
restrictions have been lifted (subject to the approval of the relevant authorities in the PRC as mentioned
in the section headed “Risk factors” in the Prospectus), and conversion of all Contractual Arrangements
would not adversely affect the tax payments and other financial matters of the Company. Due to
the various necessary submission and approval procedures, the conversion for the above-mentioned
companies is still in the process. If before the completion of such conversion, any of these Contractual
Arrangements is challenged by the governmental authorities, or the contracts for such arrangements are
breached by the counterparties and the Group is unable to obtain a judgment to its favour to enforce
its contractual rights, or if there is any change of the PRC laws or regulations to explicitly prohibit
such arrangements, the Group may lose control over, and revenues from, these companies, which will
materially affect the Group’s financial condition and results of operations. Please see “Risk factors —
Contractual Arrangements in respect of certain companies in the PRC may be subject to challenge by
the relevant governmental authorities and may affect the Group’s investment and control over these
companies and their operations”.

The Selling Shareholder, CITIC Pacific, has provided an indemnity in favour of the Group
to cover any losses or leakage of assets that the Group may suffer in relation to any Contractual
Arrangements in place prior to the Listing Date.

Certain Contractual Arrangements also constitute connected transactions of the Company. Please
see “Connected transactions” of this Prospectus.

The Sponsor is of the view that the Company has satisfied all applicable conditions for listing
under the Listing Rules (save for any aspects of the Listing Rules in relation to which waivers from
strict compliance have been sought) and no alteration of such confirmation is necessary by reason of the
existence of the Contractual Arrangements.
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RELATIONSHIP WITH CITIC PACIFIC

As of the Latest Practicable Date, CITIC Pacific owned 100% of the issued share capital of the
Company. Immediately following the completion of the Global Offering, CITIC Pacific will own 56.6%
of the issued share capital of the Company (assuming that the Over-allotment Option is not exercised) or
approximately 50.1% of the issued share capital of the Company (assuming that the Over-allotment Option is
exercised in full) and the Company will remain a subsidiary of CITIC Pacific.

CITIC Pacific’s business includes manufacturing of special steel, iron ore mining, property development
and investment, infrastructure (such as power generation, aviation, civil infrastructure and communications),
and marketing and distribution. The Company’s operation is one distinct business amongst the range of
diversified businesses of CITIC Pacific group.

INDEPENDENCE FROM THE RETAINED GROUP

The Board is satisfied that the Company can carry on business independently of the Retained Group and
its associates after the Listing on the basis of the following:

. Independence of boards and management

Set out below is a summary of the directors and senior management of CITIC Pacific and the
Company as at the Latest Practicable Date:

CITIC Pacific the Company
Executive directors Larry Yung Chi Kin Hui Ying Bun
Henry Fan Hung Ling Chu Hon Fai
Peter Lee Chung Hing Yip Moon Tong
Carl Yung Ming Jie Mak Kwing Tim
Leslie Chang Li Hsien Lau Sei Keung
Vernon Francis Moore Tsoi Tai Kwan, Arthur
Li Shilin Glenn Robert Sturrock Smith
Liu Jifu Chan Kin Man, Andrew

Chau Chi Yin
Milton Law Ming To

Wang Ande

Non-executive directors Willie Chang Hamilton Ho Hau Hay
André Desmarais Chau Chi Yin
Chang Zhenming Stella Chan Chui Sheung

Peter Kruyt (alternate director to Kwok Man Leung
André Desmarais)

Independent non-executive Hamilton Ho Hau Hay Cheung Kin Piu, Valiant
directors Alexander Reid Hamilton Hsu Hsung, Adolf
Hansen Loh Chung Hon Yeung Yue Man

Norman Ho Hau Chong

— 188 -



RELATIONSHIP WITH CITIC PACIFIC

Senior Management

CITIC Pacific

Frances Yung Ming Fong
Stella Chan Chui Sheung
Paul Lo Kai Sing

Aaron Wong Ha Hang
Kwok Man Leung

Cai Xing Hai

Cindy Kwan Kit Ying
Stephen Ho Wai Chung
Miranda Yip Siu Wai

the Company

Kuk Tai Wai, David
Kwong Sum Mei, Esther
Hui Kwong Lok

Cheuk Chun Wai, Simon
Wong Chit Chong

Liang Chun Kit, Henry
i #% (Yan Mengying)
Ho Ming Kei, Wayne
Wong Hoi Ming, Alan

Hui Ying Bun (Note) Chau Wai Man
Chu Hon Fai (Note)

Glenn Robert Sturrock Smith (Note)

Note: Mr. Hui, Mr. Chu and Mr. Smith are senior managers of CITIC Pacific because of their management and executive
roles in the Company.

The Company and CITIC Pacific have boards of directors that function independently of each
other. There are no common executive directors between the Company and CITIC Pacific upon Listing.

The Company, acquired by CITIC Pacific in 1991, is a wholly-owned subsidiary of CITIC Pacific.
It is the holding company holding the Group’s business for CITIC Pacific. For the three years ended 31
December 2006, Mr. Larry Yung Chi Kin, Mr. Henry Fan Hung Ling and Mr. Peter Lee Chung Hing
were designated to sit on the board of the Company as representatives from CITIC Pacific and Mr.
Yung was the former Chairman. As the Company has been selected to be the listing entity and for the
purposes of Listing, Mr. Yung, Mr. Fan and Mr. Lee resigned as directors of the Company.

Mr. Yung, Mr. Fan and Mr. Lee were not involved in the day-to-day management and operations
of the Group’s business. Such management and operations have always been performed by Mr. Hui
Ying Bun and Mr. Chu Hon Fai, with the assistance of Mr. Yip Moon Tong, Mr. Mak Kwing Tim, Mr.
Lau Sei Keung, Mr. Tsoi Tai Kwan, Arthur, Mr. Glenn Robert Sturrock Smith and Mr. Chan Kin Man,
Andrew (i.e. the present executive Directors of the Company). The main roles of Mr. Yung, Mr. Fan
and Mr. Lee were to oversee the strategic decisions of the Company’s business in consultation with Mr.
Hui and Mr. Chu. They were mainly involved in and consulted with, in relation to any issue relating to
CITIC Pacific group as a whole. Apart from the foregoing, Mr. Yung, Mr. Fan and Mr. Lee did not have
any executive roles in the Group’s business during the three years ended 31 December 2006.

The Group’s management has been led by Mr. Hui Ying Bun since 2003, when he was appointed
Group Chief Executive. Mr. Hui is responsible for overseeing the strategic and operational decisions of
the business of the Group, with the assistance of Mr. Chu. Mr. Chu has been a Director of the Company
since 2001. Mr. Hui and Mr. Chu were the key persons and leaders to the existing business of the Group
during the three years ended 31 December 2006.

All the 8 executive directors (including Mr. Hui) are, and have during the three years ended 31
December 2006 been, involved in the Company’s business on a full-time basis. All senior managers of
the Company are full-time employees of the Group except that #&%* % (Yan Mengying), the managing
director of Dah Chong Hong (China) Limited (a wholly-owned subsidiary of the Company), will remain
a director of CITIC Pacific China Holdings Limited (“CP China”) and i {5 % &G AR A
(Shanghai CITIC Square Co., Ltd) (“Shanghai CS”) which involve in various real estate projects in the

PRC. The time spent by %% (Yan Mengying) on CP China and Shanghai CS are minimal and she
will be separately remunerated by CITIC Pacific for these directorships.
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B % (Yan Mengying) is not a director of the Company. She is an experienced senior
management of the Company responsible for the Group’s China operations. CP China and Shanghai
CS are mainly focused on real estates development in the PRC. The board of CP China comprises 10
directors, and is led by the Chairman of CITIC Pacific. The board of Shanghai CS comprises 6 directors,
and is led by a Deputy Managing Director of CITIC Pacific. CP China and Shanghai CS would enlist
Ms. Yan’s assistance in PRC real estates matters given her established background in the PRC. fi&%¥ 5%
(Yan Mengying) does not have an active or dominant role in CP China’s or Shanghai CS’s business and
her limited involvement in these two companies would not conflict with the business of the Group. A

majority of Ms. Yan’s management time and focus will be spent with the Company.

Being a group company of CITIC Pacific, the Company has 3 non-executive directors nominated
by CITIC Pacific on its board. They are Mr. Chau Chi Yin (executive director of CITIC Pacific), Mr.
Kwok Man Leung (Director of Business Development Department of CITIC Pacific) and Ms. Chan
Chui Sheung, Stella (Director of Company Secretariat Department of CITIC Pacific). Mr. Hamilton Ho
Hau Hay, having been appointed independent non-executive director of CITIC Pacific since 1992 and
director of the Company since 1991 when CITIC Pacific acquired the Company, will continue his role
as non-executive director of the Company.

The roles of the non-executive directors (other than independent non-executive directors) of
the Company are expected to be consultative in matters concerning the Company and CITIC Pacific.
The Company may continue to share certain non-essential group administrative functions with CITIC
Pacific after the Listing. It is expected that the non-executive directors’ roles will become more focused
on these areas where CITIC Pacific’s involvement may be required.

Each of the Company and CITIC Pacific has its own management and administrative capacity.
Except for alignment of group internal control, the Group’s company secretarial, internal audit functions
and tax compliance matters, which have been shared with CITIC Pacific, will continue to be shared
with CITIC Pacific so long as CITIC Pacific holds not less than 30% of the entire issued and fully paid
share capital of the Company.

In any event, in case of any issues of conflict being decided by the Board, conflicting Directors
such as Mr. Hamilton Ho Hau Hay, Mr. Chau Chi Yin, Mr. Kwok Man Leung, and Ms. Stella Chan
Chui Sheung, if any, will, apart from abstaining from voting and not be counted in the quorum,
physically leave the relevant Board meeting.

In view of the above and for the reasons set out below, the Directors believe that the Company
operates independently of the Retained Group and in the interests of the Shareholders:

(i)  The majority of the Board, namely, the 8 executive directors (including Mr. Hui) and 3
independent non-executive directors (“INEDs”), who are independent and not related to
any of the businesses of CITIC Pacific, does not have any management position with CITIC
Pacific;

(i1) there are sufficient numbers of INEDs to counterbalance any situations of conflict of interest
and protect the interests of independent shareholders if such situations arise;

(ii1) the non-executive directors of the Company, namely Mr. Hamilton Ho Hau Hay, Mr. Chau
Chi Yin, Mr. Kwok Man Leung and Ms. Chan Chui Sheung, Stella, only have minimal
involvement in the Company and are not expected to spend any time handling the day-to-
day management of the Company; and
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(iv) the following corporate governance measures are in place to adequately deal with any
potential conflict of interest in respect of conflicting position of overlapping directors and
senior management of the Group and the Retained Group, and to safeguard the interests of
independent shareholders:

. the conflicting Directors will, apart from abstaining from voting and not be counted
in the quorum, physically leave the relevant Board meeting in case of any issues of
conflict being decided by the Board;

. the above corporate governance measure has been incorporated in the Articles; and

. specific corporate governance measures put in place in respect of enforcement of the
non-competition undertaking given by CITIC Pacific mentioned below.

. Separate lines of business

Operations of the Company are independent of and separate from the businesses of the Retained
Group.

The Group is principally engaged in motor vehicle sales, motor vehicle-related business and
services, sale of food and consumer products, as well as logistics services supported by integrated
distribution platform and with a well established base and network in the PRC, Hong Kong and Macao.
On the other hand, the Retained Group’s business includes manufacturing of special steel, iron ore
mining, property development and investment, and infrastructure (such as power generation, aviation,
civil infrastructure and communications).

Given the different nature of business between the Group and the Retained Group, after the
Listing, the Directors do not expect there to be any overlap or competition of the Retained Group’s
businesses and the Group’s business save as disclosed below.

Without prejudice to the foregoing, CITIC Pacific currently holds non-controlling investment
interests in joint ventures established with K #¥5 (FFE) # & R 7 Wal-Mart (China) Investment
Co., Ltd (“Wal-Mart China”), and may continue to enter into joint ventures with Wal-Mart China in
the future (collectively “Wal-Mart JVs”). Wal-Mart China is an Independent Third Party and holds
controlling majority stakes in Wal-Mart JVs. As at the Latest Practicable Date, there were 2 Wal-Mart
JVs, namely, K BHEHE S T &4 R ] Wal-Mart East China Stores Co., Ltd and JT#RK RIS T &4 R
/v w) Jiangsu Wal-Mart Stores Co., Ltd in each of which CITIC Pacific has a 35% investment interest
and Wal-Mart China has a 65% controlling interest. Wal-Mart JVs operate Wal-Mart supercentres in
Eastern China, including Shanghai, Jiangsu Province and Zhejiang Province in the PRC. The Wal-Mart
supercentres as operated by the Wal-Mart JVs are only one of the many Wal-Mart supercentres in the
PRC. As at the Latest Practicable Date, Wal-Mart China currently operates 81 supercentres in the PRC
on its own or through joint ventures with corporate partners in the PRC. CITIC Pacific is one of Wal-
Mart China’s corporate partners in the PRC.

Wal-Mart supercentres are retail outlets providing a wide selection of products at low prices
to retail consumers. Each of Wal-Mart JVs’ supercentres have a store area of at least 10,000 square
metres. They sell a wide range of traditional general merchandise (e.g. apparel, baby products, books,
electronics products, foodstuffs, home appliances and housewares, flowers, CDs, pets, toys etc.). CITIC
Pacific does not have management control over Wal-Mart JVs and the majority of the board of directors
of Wal-Mart JVs are appointed by Wal-Mart China. Wal-Mart China has the right to appoint 6 directors
and CITIC Pacific has the right to appoint 3 directors in the Wal-Mart JVs.
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Wal-Mart JVs currently have 10 Wal-Mart supercenters in Eastern China. Being in the trade of
food and consumer products, some of the merchandise and goods offered by Wal-Mart JVs and the
Group may be of a similar nature, e.g. frozen meat, rice, edible oil and Chinese foodstuffs, certain
electrical appliances and audio and video equipment, cosmetics and skin care products. However, for
the reasons set out below, the business of Wal-Mart JVs and the business of the Group are clearly
delineated and the Company does not regard Wal-Mart JVs and the Company as directly competing
with, or relying on, each other:

. Different business strategies & models: Each of Wal-Mart China and the Company pursues very
different business strategies in the PRC. Wal-Mart JVs currently have 10 Wal-Mart supercenters
in Eastern China, where direct sales to retail consumers took place, and is a small part of a larger
retail chain (currently with 81 supercenters) all managed by Wal-Mart China which focuses on
mass-market retailing business. The Company has no retail operations in the PRC but only has
wholesale business regarding the food and consumer products, except for certain cosmetics and
skin-care products under Shiseido group, and the Company can only retail these products in
Guangdong province, PRC. Wal-Mart JVs have no operations in Guangdong province, PRC.

. Different geographical location of operations: Wal-Mart JVs’ 10 supercenters are located
at Shanghai, Jiangsu Province and Zhejiang Province in the PRC. The Company has no retail
operations in these cities insofar as food and commodity products are concerned.

. Independent management: The day-to-day management of Wal-Mart JVs is managed by Wal-
Mart China. The Company’s day-to-day management is managed by its executive directors and
senior managers; none of them has any role or position in Wal-Mart JVs. Other than Mr. Kwok
Man Leung who is an non-executive director of the Company and a director of Wal-Mart JVs, the
Group and the Wal-Mart JVs do not have common directors and senior management.

. Independent operations: Wal-Mart JVs and the Company operate independently. The purchase
functions of all Wal-Mart supercenters in the PRC, including those under Wal-Mart JVs, are
managed by Wal-Mart China. The Company does not have long term supply contracts with Wal-
Mart China. During the three years ended 31 December 2006, Wal-Mart China was not one of the
top 10 customers of the Company and there is no reason why the Company cannot continue to
carry on its business independently from and at arm’s length basis with Wal-Mart JVs.

As mass-market retailer, Wal-Mart JVs’ customers are direct retail customers in the PRC. As a
wholesale supplier in the PRC, the Company does not directly compete with Wal-Mart JVs in the retail
business. Retailers, like Wal-Mart JVs or its competitors, are more in a position as customers to the
Company than as competitors. The Company supplies merchandises and goods to these retailers, who
in turn sell them to retail customers. The sales channels and customer bases of Wal-Mart JVs and the
Company are different. As such and for the reasons set out above, the Company and Wal-Mart JVs
are not in direct competition with each other. On the contrary, the Directors consider that the increase
in business of retailers like Wal-Mart JVs would complement rather than prejudice the Company’s
wholesale business in the PRC.

Notwithstanding the aforesaid, in view of the overlapping of certain merchandises and goods as
mentioned above, there is still the possibility that the same customers may make purchases with the
Company and Wal-Mart JVs for the same items thus creating competition between with the Company
and Wal-Mart JVs. As the purchase functions of all Wal-Mart supercenters in the PRC, including those
under Wal-Mart JVs, are managed by Wal-Mart China, there is no information available to ascertain
the actual amount of such competition. However, as an indication of the comparative significance of
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such competition to the Group’s business, for each of the three years ended 31 December 2006 and the
six months ended 30 June 2007, the amount of overlapping merchandises and goods supplied by the
Company to Wal-Mart China represented less than 0.5% of the Company’s total turnover. Wal-Mart
China sources supplies for all supercenters in the PRC (currently 81) including the 10 supercenters
under Wal-Mart JVs. For the year ended 31 December 2006, the amount of all merchandises and goods
sold by Wal-Mart JVs were expected to represent less than 20% of the Group’s food and consumer
products operations. Furthermore, the merchandises and goods on offer both by Wal-Mart JVs and the
Company, represented only a small part of the wide ranging products sold by Wal-Mart JVs. Based
on the above, the Directors are of the view that the turnover of and the said competition in only a few
categories of overlapping merchandises and goods as mentioned herein would not have any material
adverse impact on the Company’s business as a whole.

Neither CITIC Pacific nor the Directors envisage that CITIC Pacific will be able to create, via
its investment interests in Wal-Mart JVs, any threat to the business operation of the Company nor any
direct competition against the Company.

The disposal of interest in Wal-Mart JVs by CITIC Pacific would trigger the first right of refusal
by the joint venture partner, which renders any such proposed disposal not commercially practicable.
Furthermore, the Company does not consider the business of the Wal-Mart JVs as a whole fit into the
operations of the Company at the present stage. As such, CITIC Pacific does not intend to include its
investment interests in Wal-Mart JVs in the Group or to otherwise enable the exercise of such first right
of refusal.

In accordance with the Listing Rules, if such intention changes, the Company will disclose such
information by way of an announcement once it becomes aware of such change.

CITIC Pacific may or may not consider injecting the passive investment in the Wal-Mart JVs in
the Company in the future, subject to Wal-Mart China’s first right of refusal. It would be a commercial
decision for CITIC Pacific, taking into account all the circumstances from time to time. Such injection
may or may not take place. The Company understands from CITIC Pacific that there is no particular
pre-set circumstances under which CITIC Pacific will or will not inject such interest in the Company.
The Company also considers that it is immature at this stage to pre-set any criteria under which it
should consider such an offer from CITIC Pacific, without limiting its flexibility to reject such offer.

Any such injection, if proposed, will be subject to arm’s length negotiation between CITIC Pacific
and the Company. For so long as CITIC Pacific remains a substantial sharecholder of the Company, if an
offer is made by CITIC Pacific in the future to inject its interest in the Wal-Mart JVs in the Company,
the independent non-executive dire