Chairman’s Statement

BUSINESS REVIEW AND COMMENTS ON
SEGMENTAL INFORMATION

Sales of motor vehicles

During the year under review, revenue from sales of vehicles remained at
similar level as compared to the last corresponding year. During the period
of SARS, the growth was stagnant. However, due to the improved gross
margin for vehicles sold in Taiwan, overall gross margin had improved.
The serious loss incurred in the sales of trade-in vehicles was much
alleviated in the year 2003.

During the aftermath of SARS, the overall transportation business was
seriously affected. Unavoidably, the performance of our sales of motor
vehicles segment had also suffered from such outbreak of SARS. Certain
of our customers either delayed their orders until the second half of the
year, or withheld their orders at all. Due to the preparation of the opening
of the assembly plant in Taiwan around the end of year 2003, the vehicles
deliveries had been delayed. Nonetheless, the business environment in
Taiwan was considered stable and less vulnerable to business downturn.
Overall gross margin was in fact improved over the year 2003.

Provision of motor repair and maintenance services

Revenue from provision of after sales service decreased by approximately
HK$3.3 million represented by about a 2.4% drop. The decrease came
from both the Hong Kong segment and China segment, and partially
offset by the enhancement in Taiwan segment. In Taiwan, the after-sales
service business had been rather stable and with the sizeable population
of rolling stocks, this segment’s performance was steady.

After sales service had been a major source of revenue for the Group.
With wide spread network of quality service centres and higher operating
standard of the repair and maintenance service provided, we continued
to be one of the leaders in the industry in these regions. With the gradual
recouping of purchasing sentiment and financial strength of customers,
performances have improved.

Assembly plant

The assembly plant was completed in the month of October 2003 as
scheduled. The assembly plant has already been in full operation since
January 2004.

BETBEBRZERERQF

FE®RE

EBC BN D BER 27T

MEHE

REEFER HETEMBSRAKTE EFE
BE - EYDTRESRM ERESTABEHRE
BHEETENERENBME REEE
BREMMENE - LE_FIENRESE £
TT=FC REM-

ESTERES N BBEGXHRIBEYE
ARBHAEHEFRB BT ER AIZD LT
B ETEPIETEE T+ FE2HUHER]
B-ENESHE_TT_FFRAEEARTHRER
NEfE BUEER T AE MM E-EE L 52
HERREHBIRE SMATSNFER) -5
B —TR-FnERERENGEAE-

RESEHEBRERKE
REERREPISUATERLZI0EE T Kig
#2.4 %  BKIRR B BB EBMT B A K
AR TR T & /&R BW A _EFH R 7 Btk
IR —&F - BB ERIRBEBIZE  MANE
WRBBERE B BRHERRLLE PR

EERREEAEEN T BERARR-AEEE R
B BERES O RHEKERZOEER
BRI AR ERUES EIH R AR T
FEGA-BEERPBE BN HETT E5
RIRE RhE-

METR
AR THNER 22 =F+ AZK YER
ZTEMF-A2ERAEE

—TR-FER 13



Chairman’s Statement

Provision of other motor-related services

The U-Drive operations continued to offer members motor-related services
and benefits, including discounts on fuel and tyres replacement, telematics
and repair and maintenance services as well as insurance agency,
financing and vehicle and fleet management control services. During the
year under review, such operations did not experience any significant
improvements.

Sale of fuel under U-Drive decreased from approximately HK$71.9 million
to HK$64.8 million. Fierce competition had affected its turnover and gross
margin.

U-Drive had tried hard to develop the smart card business over a period
of time. Yet the result was not too promising. While the management will
continue to explore future opportunities, for the sake of prudence, the
management decided to provide an impairment in value on the fixed
assets of U-Drive of approximately HK$26.9 million during the year.

Interest income in respect of provision of hire purchase
financing

Revenue from hire purchase financing business increased drastically from
approximately HK$3.0 million to HK$15.0 million. The growth was solely
attributable to the Taiwan financing business which was acquired in August
2002. The financing market was both larger and much more matured in
Taiwan.

FINANCIAL REVIEW

Results for the year

During the year under review, the Group recorded a turnover of
HK$641.5 million representing a 0.1% decrease as compared to the last
year. The growth in Taiwan segment was offset by the decline in Hong
Kong segment. The turnover for other segments included after sales
service and provision for other motor-related services had stable
performances.
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Chairman’s Statement

The loss attributable to shareholders for the year was HK$56.7 million
(2002: HK$30.8 million). The loss was arrived at after including a gain on
disposal of interest in a subsidiary of HK$11.0 million and provision against
certain assets of HK$49.9 million. The provisions included inventory of
HK$3.0 million; certain other receivables of HK$7.1 million; finance lease
receivable of HK$11.3 million; debit of minority interest of HK$1.6 million
and fixed assets of smart card business of HK$26.9 million, totally
amounted to HK$49.9 million.

Bank and other borrowings

Bank and other borrowings increased from HK$305.8 million to HK$471.6
million. Due to the nature of business, a majority of the borrowings were
trade finance whereas the maturity dates were less than one year. Included
also in the amount as at the balance sheet was the remaining balance of
syndicated term-loan of HK$92.4 million. This amount was fully repaid
subsequent to year end date, mainly by the proceeds of issue of the
zero-coupon convertible bond. The gearing ratio increased from 1.06 to
2.02. The costs of borrowings were generally in line with cost of funds of
the lending banks.

Current ratio

Current ratio decreased from 1.69 to 1.04, mainly because of the increase
in current bank borrowings extended from the expansion of the Taiwan
financing business.

State of order book
As of the date of this report, the order booking in the area the Group
operates has been in line with the management’s expectation.

Material acquisitions and disposals

During the year under review, the Company acquired a 14.3% interest in
Riez Technology Corporation (“Riez”), a company incorporated in Taiwan,
for a cash consideration of HK$20.7 million. Riez is principally engaged
in the manufacturing, sale, system development and integration services
of smart card. The acquisition was completed in April 2003.
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Chairman’s Statement

During the year under review, the Group entered into an agreement to
dispose of 1.3% of equity interest in U-Drive Company Limited, a 95%
subsidiary of the Group. The transaction was more particularly described
in the press announcement published on 24th April 2003. The transaction
has been completed in June 2003, after which the Group had 93.7%
equity interest remained in U-Drive Company Limited.

Employment, training and remuneration policy
The total number of staff of the Group as at 31 December 2003 was 456.

The Group is committed to staff training and has provided regular
management and technical courses to its employees. External training
may be provided to individual employees as and when necessary
according to their nature of work.

The remuneration policy of the Group’s employees are reviewed and
approved by executive directors. Discretionary bonus is linked to the profit
performance of the Group as well as individual performance. Benefits
include medical schemes, Mandatory Provident Fund scheme and defined
benefits retirement plan. Besides, the Company has an employees’ share
option scheme adopted on 2 August 2002. Up to the date of this report,
no option has been granted under this new scheme.

Charge on group assets
As at 31 December 2003, the Group’s borrowings and banking facilities
were secured by the following:

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

(i)  Pledges over certain finance lease receivables with a net book value
of approximately HK$193,249,000 (2002: Nil);

(i)  Pledges of the Group’s other investment in Taiwan with a net book

value of approximately HK$1,739,000 (2002: HK$1,743,000) (Note
19);
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Chairman’s Statement FERE

(v) Pledges of the Group’s bank deposits in Taiwan of approximately vy BRTEEREEZRITHER FRELD
HK$7,078,000 (2002: HK$6,455,000) (Note 20); 7,078,000 7T (ZEZE =% :6,455,000/%
7o) (MtEE20)

(v)  Corporate guarantees provided by the Company. V) ARREIREA R EERIER

Future plans for material investments or capital assets RREAREREFREENTTE

The Group had the following plans for investments: REEE]E TYHIRERE:

e To continue to establish more self-operated service centres and s BEFABRIKI=-AMNBEIZREITER
authorized service centres in Taiwan and the Pearl River Delta Area VERI RS O RFRT RIS L M A ER
in order to provide convenient accessibility to its customers. Fo

e Toenhance the financing capabilities of the Group’s vehicle financing s RAAEETEmEESNRERES-
arms.

e To enhance the facility and performance of the vehicle assembly o RABEMEHAR TMARERERR
plant in Taiwan. We

Exposure to fluctuations in exchange rates B = 5% B Y L e
The Group is subject to foreign currency exposure since its purchases ERAEENREEZURTEBUTEE  MiE
are mainly denominated in US dollars and euro, while the income it derives EE RREERRBEENBRAREZHE

from the sale of vehicle and provision of after sales service are mainly kBT RETLE B AL B AR T INE R
denominated in NT dollars, Hong Kong dollars and US dollars. The Group REBR B REINER R - 30 T8 UG AR SN
closely monitors its foreign currency exposure and hedges such exposure MR AIE NE R B R

through the use of short-term forward foreign exchange contracts from
time to time.
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Chairman’s Statement

OUTLOOK

The outlook for year 2004 appears to be more promising than last year,
despite increasing competition worldwide. Economic growth in markets
around the world appears to have a reasonably solid footing. Hong Kong’s
economy is benefiting from the support by the Chinese Central
Government through free travelers and Closer Economic Partnership
Agreement and Taiwan segment’s operations are still enjoying replacement
demand driven growth. The Group will continue to strengthen our position
by implementing better cost control measure and actively exploring sound
business opportunities.

The Group entered into a supplemental agreement with Scania whereas
Scania wishes to expand its presence in the PRC to take advantage of
the growth of the Chinese economy and with the Group’s endorsement,
Scania is now legally entitled to establish and/or work with provincially or
regionally based contract workshops in the PRC which may develop into
fully-fledged local Scania dealers. This would facilitate the development
of business opportunities for the Group in the PRC while at the same
time enabling the Group to concentrate its resources to serve the Pearl
Delta Region where it has established solid business contacts and early
mover advantages over the years.

The Group’s assembly plant in Taiwan has been in full operation since
January 2004, and the quality of its outputs has been accepted by the
market as anticipated. Through this vertical integration process, the
Group’s profit base has been definitely enlarged. In addition, the favourable
tax treatment on manufacturing profits and the reduction in import duty
will further enhance the performance of the Taiwan operations.

DIVIDEND

The directors did not recommend the payment of dividend in respect of
the year ended 31st December 2003 (2002: Nil).

APPRECIATION

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

Yang Chien-Nan
Chairman

26th April 2004
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