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CHARACTERISTICS OF THE GROWTH ENTERPRISE MARKET (“GEM”)
OF THE STOCK EXCHANGE OF HONG KONG LIMITED (THE “STOCK
EXCHANGE”)

GEM hus been estublished us u murket designed to uccommodute compunies to which d high investment
risk may be aftached. In particular, companies may list on GEM with neither a track record of profitability
nor uny obligution to forecust future profitubility. Furthermore, there muy be risks urising out of the
emerying hature of compunies listed on GEM and the business sectors or countries in which the compdnies
operute. Prospective investors should be uwdare of the potentidl risks of investing in such compunies und
should muke the decision to invest only ufter due und cureful considerution. The yreuter risk profile und
other charucteristics of GEM meun that it is o market more suited to professionul and other sophisticated

investors.

Given the emeryginyg huture of compunies listed on GEM, there is u risk that securities traded on GEM muy
be more susceptible to high murket volatility thun securities truded on the Muin Bourd of the Stock

Exchange und ho ussurunce is given that there will be d liguid market in the securities fraded on GEM.,

The principul meuns of information dissemination on GEM is publication on the internet website operuted
by the Stock Exchunge. Listed compunies are not generdlly required to issue puid anhouncements in
yuzetted newspupers. Accordingly, prospective investors should note that they need to huve uccess to

the GEM website in order to obtuin up-to-date information on GEM-listed issuers.
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Y Chuirman’s Stutement

On behdlf of the Bourd, | um pleused to present the Annudl Report of MP Loyistics Intfernational Holdings
Limited (the "*Compuny”) and its subsidiaries (fogether, the “Group”) for the yeur ended 31 March 2004

to our shareholders.

B MARKET OVERVIEW

The year ended 31 March 2004 hus indeed been da very chullenging year for dll compunies in Hong Kohy
us u conseyuence of the outbreuk of the Severe Acute Respiratory Syndrome. Despite this, the Group
performed well in its marketing activities and achieved satisfactory financial performaunces with turnover
increused by upproximately 64.5%, compuared to previous corresponding year, to upproximately HK$53.7

million.

In November 2003, Marine Power Compuany Limited, the principdal subsidiary of the Group, successfully
obtuined the ISO 9001:2000 certificute in its provision of forwarding (dir, sea und lund) and loyistics

services, us u mark of its stundurd of yuality in its provision of services.

M FINANCIAL REVIEW

For the yeur ended 31 Murch 2004, the Group recorded u turnover of approximately HK$53.7 million, an
increuse of upproximately 64.5%, compared to the previous corresponding yedr. The increuse in furnover
wus uffributed to the increuse in services provided fo new und existing customers. During the yedar,
income derived from loyistics services relating fo seu freight forwarding, road freight forwarding, air
freight forwarding und other related loyistics services accounted for approximately 51%, 35%, 3% and

11% respectively of the Group’s fotal turnover (2003: 35%, 47%, 10% and 8% respectively).

During the year, the Group’s net profit from ordinary activities attributable to shareholders amounted o
approximately HK$201,000, representing u decreuse upproximately 90.9% us compared to previous
corresponding yeur. The gross profit margin decreused from approximately 31.9% for the previous
corresponding year to 21.3% for the yeur ended 31 Muarch 2004. The decreuse was muainly aftributed to
decreuse in mMaryins us u result of increused competition. Administrative expehnses of the Group umounted
to approximutely HKS8.1 million, un increuse of upproximutely 35.8% compured to the previous
corresponding yeur. The increuse waus mainly due to the incredse in overheuds following the listing of the
Compuny’s shares on GEM and increused sules activities. Selling and distribution costs incredased in line

with the increuse in turnover by upproximately 55.6%, to upproximately HKS$2.7 million.

- MP Logistics International Holdings Limited



- Chdirmun’s Stutement 8

The effective tux rate wus upproximately 47% during the year us compuared to upproximately 16% in the
previous corresponding yeur, The increuse in the tux rute wus muinly uttributed to the increuse in the

provision for deferred tuxation followiny the udoption of u new uccounting stundard during the yeur,

I PROSPECTS AND APPRECIATION
This is the first full finunciul yeur of the Compuny ufter having successfully listed its shares on GEM in
November 2002. The Group is sutisfied with the increuse in the turnover us u result of the vuluuble efforts

of the sule and murketing teum.

With the infroduction of the PRC/Honyg Kohy Closer Economic Parthership Arrahgement ("CEPA”), which
offered udded impetus to Hony Kony's loyistics development through nhew dund unprecedented
opportunities for loyistics compunies in Hong Kony, und with the promotion of Hohy Kony us the principul
center in the Peurl River Deltu reygyion und us u leudiny yglobul loyistics center by the Honyg Kony
Goverhment, the Group is confident of the prospects of the logistics industry and the Group us a whole.
CEPA udlso dllows us fo have uccess to the PRC in various service sectors, including logistics, fransport,
freight forwarding and storage und warehousing services.

The Group will continue to implement various pluns to expund its operuting network, its operating fucilities,
its imayges and services and to acyuire potential interest in u foreignh invested enterprise in the PRC,
which is licensed to carry on business in internutional freight agency sector. This will pluce us in u stronger

position under the policies of the Hohy Kony Government and the CEPA arrangements.

Lustly, on behulf of the Bourd, | would like to tuke this opportunity to express our grutitude to ull employees,

shureholders, pdartners und customers for their continued support und dedicution.

Wong Kwong Kwok
Chdirman

Hony Konhy
24 June 2004
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M Operational Review

General

The Group is principully enguyed in coordinuting vurious loyistics services for its customers. The loyistics
services provided by the Group ihclude seu freight forwarding, roud freight forwarding, dir freight
forwurding and other related loyistics services such us customs cleurance und decluration, urranging
insurunce policies for customers, repuckaying und storuye services. The services provided for euch
ussignment muy consist of u combinution of the ubove services. It is the objective of the Group to

become one of the pivotdl players in the loyistics services markets in the Greuter Chihu Reyion.

The year ended 31 March 2004 hus indeed been a very chullenging year for dll compunies in Hong Kohy
us u cohseyuence of the outbredk of the Severe Acute Respiratory Syndrome. Despite this, the Group
performed well in its marketing activities and achieved satisfactory finauncial performaunces with turnover
increused by upproximately 64.5%, compuared to previous corresponding year, to approximately HK$53.7
million.

In November 2003, Muarine Power Compuahy Limited, the principal subsidiary of the Group, successfully
obtuined the ISO 9001:2000 certificute in its provision of forwarding (dir, sea und lund) und loyistics
services us u murk of its stundurd of guudlity in its provision of services.

M Financial Review

Results

For the yeur ended 31 Murch 2004, the Group recorded u turnover of approximately HK$53.7 million, an
increuse of upproximately 64.5%, compared to the previous corresponding yedr. The increuse in furnover
wus uffributed to the increuse in services provided to new und existing customers. During the yedar,
income derived from loyistics services relating fo seu freight forwarding, road freight forwarding, air
freight forwarding und other related loyistics services accounted for approximately 51%, 35%, 3% and

11% respectively of the Group’s tfotal turnover (2003: 35%, 47%, 10% and 8% respectively).

During the year, the Group’s net profit from ordinary activities attributable to shareholders amounted o
approximately HK$201,000, representing u decreuse upproximately 90.9% us compared to previous
corresponding yeur. The gross profit margin decreused from approximately 31.9% for the previous
corresponding year to 21.3% for the yeur ended 31 Muarch 2004. The decreuse was muainly aftributed to
decreuse in mMaryins us u result of increused competition. Administrative expehnses of the Group umounted
to approximutely HKS8.1 million, an increuse of upproximutely 35.8% compured to the previous
corresponding yeur. The increuse waus mainly due to the incredse in overheuds following the listing of the
Compuny’s shares on GEM and increused sules activities. Selling and distribution costs incredsed in line

with the increuse in turnover by upproximately 55.6%, to upproximately HKS$2.7 million.

- MP Logistics International Holdings Limited



Management Discussion and Analysis 4

The effective tux rate wus upproximately 47% during the year us compuared to upproximately 16% in the
previous corresponding yeur, The increuse in the tux rute wus muinly uttributed to the increuse in the

provision for deferred tuxation followiny the udoption of u new uccounting stundard during the yeur,

Liquidity, financial resources and capital structure

For the year ended 31 Muarch 2004, the Group finunced its operdations primarily with internally generated
cush flows und the het proceeds from the issue of shares by way of placing oh 15 November 2002. The
Group hus been udhering to a prudent financial management policy.

As at 31 March 2004, cush and cush equivalent of the Group umounted to approximately HKS11.6 million
(2003: HK$13.0 million).

As at 31 March 2004, the Group wus granted generul bunking facilities of HKS11 million (2003: HKS11
million) with o conditfion such that deposits with the bank shall be muintained of not less than HKS$10
million (2003: HKS$10 million). The debt ratio (defined us total liubilities over total ussets) of the Group us ut
31 March 2004 wus upproximately 0.27 (2003: 0.15). Bank overdrufts of the Group umounted to
approximately HKS7 million (2003: Nil) us ut 31 March 2004,

The functional currencies of the Group’s operutions are HK Dollars and Renminbi, the Bourd cohsiders
that the exposure to foreign exchange risk is limited. Hence, ho hedyinyg or other urrahgements to

reduce the currency risk have beeh implemented.

The shures of the Compuny were listed on GEM on 15 November 2002. There hus been ho change in the
cupital structure of the Company since that date.

Significant investment
As at 31 March 2004, there waus ho sighificant investment held by the Group (2003: Nil).

Material acquisitions or disposals of subsidiaries and affiliated companies

There were ho material ucquisitions or disposuls of subsidiaries and uffiliated compunies during the yeuar.
Segment information

Segment information is presented in respect of the Group’s yeoygraphical segments. In determining the
Group’s geoyruphicul segments, revenues und results are attributed to the segment bused on the locution

Annual Report 2003-2004 -



where the services dre rendered, und ussets ure uttributed to the segyment bused on the locution of the
ussets. As dll the Group’s services are rendered in Hohy Kony, ho further geoygruphical analysis of revenue
or results is presented.

No information in respect of the Group’s business segments dre presented us the Group is solely enguged
in the provision of loyistics services.

Detuils of the segyment information dre presented in hote 5 to the finunciul statements.

Employee information

As at 31 Murch 2004, the Group employed u total of 25 (2003: 21) employees including directors. The
salaries und benefits of the Group’s employees ure kept ut o competitive level und employees dare
rewdrded oh u performunce-reluted busis within the general framework of the Group’s saulary and bonus
system, which is reviewed annudlly. The Group ulso operates u share optfion scheme where options fo
subscribe for shares of the Compuany may be ygranted to the executive Directors und full-time employees
of the Group. As at 31 March 2004, no share optiohs have beeh granted to employees.

Stuff costs, excluding directors’ remuneration, increused by approximately 74.8% to approximately HKS2.4
million (2003: HKS$1.4 million). The increuse is uttributed to the increuse in the humber of stuff due to the
expunsion of business. The Group believes that the recruitment decision wus hecessary for building up o
strony teum of stuff for lony term growth und profitubility.

Future plans for material investments or capital assets and expected source of funding

Detuils for the Group’s future plans for material investments or capital assets and their expected source
of funding huve been stated in the Company’s Prospectus duted 31 October 2002 (the “Prospectus”)
under the sections headed 'Statement of Business Objectives’” and '‘Redsons for the Share Offer and
the Use of Proceeds’” respectively. Other than those disclosed therein and under the sections headed
“Compurison of Business Objectives with Actual Business Progress” and “Use of Proceeds” in this annudl

report, the Group did hot have any plans for material investments or capital ussets.
Contingent liabilities
As at 31 March 2004, the Compuny provided guaruntee to u subsidiary company for its utilized banking

fucilities umounting to upproximautely HKS7 million (2003: Nil).

The Group und the Compuny had ho other mauterial contingent liabilities (2003: Nil) as at 31 March 2004,

- MP Logistics International Holdings Limited



Compurison of Business Objectives with Actual Business Progress

The following is a summary of the actual proyress of the Group compaured with the business objectives set
out in the Prospectus for the period from 1 October 2003 to 31 March 2004 (the “Review Period”).

Business Objectives as Stated in the
Prospectus

Sales and marketing
Promote the Group’s
udvertisements und direct murketing

services throuyh

Neyotiate and form dlliunces with ugents for
marketing the Group’s services

Geographical expansion

Form joint murketing urrangements with agents to
promote the Group’s services in US, countries in
Europe und countries in Asiu

Set up murketing offices in Tuiwan

Set up murketing offices in Singupore

Annual Report 2003-2004

Actual Business Progress

The Group contfinued to promote its services
through udvertisements in shipping yuzettes und
through holding meetings und seminars with existing
und potential customers and by disfributing
brochures infroducing the services of the Group fo
existing or potentiul customers.

In November 2003, the Group formed dlliunce with
un dgent bused in the United Kingdom for
marketing the Group’s services und to provide
services fo euch other. The Group contfinued to
identify und heyotiute with potentiul agents for
marketing the Group’s services.

In November 2003, the Group formed dlliunce with
un dgent bused in the United Kingdom for
marketing the Group’s services und to provide
services fo euch other. The Group contfinued to
identify and neyotiate joint marketinyg
arrangements with potential agents.

Due to costs reuson, the Group used its marketing
ugent in Tuiwun to perform the services similar to
that of the murketing office. Plun to set up
marketing office in Tuiwun is suspended und the
Group will review the situation when appropriate.

The Group is ussessing the feusibility of setting up u

marketing office in Singupore. As ut toduy, no
marketing office in Singupore waus set up.
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Expansion of operational facilities
Acyuisition of its own fleet of trucks

Acquisition of its owh wurehouse

Human resources deployment
Expund the operational feam by recruiting
additionul stuff

Expund the sules teum in Hong Kony and the PRC
by recruiting additional staff members

Logistics services: PRC
To invest in g hew or existing entity in the PRC to
provide loyistics services

e e e AT

Comparison of Business Objectives with Actual Business Progress |

The Group is in the lookout for the ucquisition of
frucks for expunding its operational fucilities, but
during the Review Period, the Group hud hot
purchused any frucks.

The Group hus identified various warehouses for
consideration and is in the process of selecting,
negotiating und performiny due diliyence for its
acqyuisition. No acquisition took pluce during the
Review Period.

As ut 31 Muarch 2004, there were 7 staff at the
operution department (30 September 2003: 11). 5
staff left and 1 staff joined the Group during the
Review Period.

As ut 31 Murch 2004, there were 6 stuff af the sales
and marketing department (30 September 2003: 6).
No staff left or joined the Group during the Review
Period.

The Group hus commenced its due diligence work
onh the intended investment in u foreign invested
enterprise in the PRC. Pending the results of the
due diligence, which is expected to complete by
the end of the culendar yeur 2004, ho binding
agreement would be entfered info by the Group.

MP Logistics International Holdings Limited



Use of Proceeds Rkl

I Use of Proceeds

The Compuny obtained net proceeds, ufter deducting related expenses, of approximately HK$12 million
from the placing of shares. During the periods from 1 October 2003 to 31 March 2004 and from 29
October 2002 (Lutest Practicable Dute) to 31 March 2004, the Group hus applied the het proceeds us

follows:
1 October 2003 to 29 October 2002
31 March 2004 to 31 March 2004
Proposed Actual Proposed Actual
HK$'000 HK$"000 HK$’000 HK$’000
Expenditure in relation
to geoyruphicul expansion 400 400 1,200 1,200
Expenditure in relation
to operutionul fucilities (Note 1) 500 200 1,500 550
Expenditure in relation to marketing
and promotional activities 400 400 1,200 1,200
Expenditure in relation tfo business
development (Note 2) 1,000 1,000 5,000 2,050
2,300 2,000 8,900 5,000

Notes:

1. The Group intends to utilise the proceeds in uccordunce with the purpose in subseyuent periods. The Group is
in the lookout for the acyuisition of frucks und warehouses for expunding its operutional fucilities but has not
acyuired uny trucks und warehouses us at 31 March 2004.

2. The Group intends to utilise the proceeds in uccordunce with the purpose in subseqyuent periods. The delay in

the usuye of the proceeds hus been due to the longer time reqyuired to ugree to the terms of the investment

for an interest in u foreign invested enterprise in the PRC.

The remuining net proceeds us ut 31 March 2004 wus dpproximately HKS7 million und wus placed on

short-term interest beauring deposits with a bank in Hong Kony.
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I Executive Directors

Wong Kwong Kwok, uged 42, is the chuirman of the Group. Mr. Wony is responsible for the overdll
strategic planning and manugement of the Group and oversees the operutionul functions of the Group.
Prior to joining the Group, he wus the operational manager of u geheral frading compauny in Hong Konhyg.

Mr. Wony wus uppointed us u director in June 2002.

Yeung Leung Kong, uyged 43, is the munaying Director und founder of the Group. Mr. Yeuny is responhsible
for the operational and marketing fuhctions of the Group. He holds u certificate in shippinyg practise and
management from the Hong Kong Polytechnic. Prior to founding the Group, Mr. Yeung wus the operationdl
director of u shipping und loyistics compuny in Hony Kony. Mr. Yeuny wus uppointed us a director in
June 2002.

M Non-executive Directors

Deng Hui, uged 37, is the hon-executive Director. He ussists in the business development of the Group in
the PRC. He ygruduuted from Guunhygdony Business School in 1986. He is currently the munager of un
import und export company in the PRC. He wus uppointed us u hon-executive director in June 2002.

Xiao Fei Yan, uged 32 is the hon-executive Director. She ussists in the business development of the Group
in the PRC. She graduuted from Northeust University in 1992, She is currently the maunager of a travel
product manufucturing compuny in Shehzhen, PRC. She wus uppointed us u hoh-executive director in
June 2002.

Wang Li Yun, uged 34, wus uppointed ure us u hoh-executive director in September 2003. She hus been
working us un administrative munager for an electrical munufacturing compuny in Shenzhen, the PRC
since 1992. She ussists in the business development of the Group through her business hetworks in the
PRC.

M Independent Non-executive Directors
Wong Ah Chik, uged 45, is u genherul munager of un electronics tfrading compuny in Hohy Kony. He wus
uppointed us un independent non-executive director in June 2002.

Leung Wai Ling, Wylie, uged 36, holds u buchelor degree in business administration from the City University
of New York inh the U.S. She is currently an accounting and administration manager for an international
frading und munufacturing compuny in Hohy Kohy. She is ulso un independent non-executive Director
of IA Infernutfionul Holdings Limited, a compuny listed on the GEM of the Stock Exchunge. She wus
uppointed us an independent non-executive director in June 2002.

- MP Logistics International Holdings Limited



Directors und Senior Munugement KRR

Liu Feng, uged 27, wus uppointed us un independent hoh-executive director in Junuary, 2004. He holds
J buchelor deygree in economic, mujor in internutionul uccounting, from Jiungxi University of Finance
und Economics in July 2000. He hus been working us u munuger of the finunce depurtment in un

electrical manufacturing company in Shenzhen since August 2000.

M Senior Management

Wong Chun Fat, aged 52, is the operations munager of the Group. Mr. Wong is responhsible for the
operution functionhs of the Group. Prior to joining the Group ih Junuary 1999, he worked us u manuger in
u shipping compuny in Hony Kony.

Lee Chee Kin, auged 56, is the sules und marketing manager of the Group. Mr. Lee is respohsible for the
sules and muarketing functions of the Group. Prior to joining the Group in October 1998, he worked dus u

maunager in u trunsportution compuny in Hony Kony.

Leung King Fai, uged 32, is the uccounting munuger, compuny secretary und yuulified accountunt of
the Group. Mr. Leuny is responsible for the finunciul und uccounting functions of the Group. He yruduuted
from Deukin University, Victoria, Australia with o Bachelor of Commerce. He is an associate member of
the Hohy Konyg Society of Accountants and a member of the Australia Society of Certified Practising
Accountants. Prior to joining the Group in April 2002, he was un uccountant at a firm of certified public

accountunts in Hony Konhy.
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Report of the Directors b

The directors herein present their unnuul report und the audited financiul stutements of MP Loyistics
Intfernational Holdings Limited (the “"Company”) and its subsidiaries (collectively referred to as the “Group™)
for the yeur ended 31 Muarch 2004.

M Principal activities
The principual uctivity of the Compuny is investment holding. Detdils of the principul activities of the
subsidiaries are setf out in note 16 to the financiul statements. There have been no significant changes in

the nature of the Group’s principal activities during the year.

B Segment information
An analysis of the Group’s turnover and conftribution to results by principal activity and geoygraphicul
areu of operutions for the year ended 31 Murch 2004 is set out in hote 5 to the financial statements.

M Results and dividends

The Group’s profit for the year ended 31 March 2004 und the state of uffdirs of the Compuny and the
Group utf that dute are set out in the financial statements on pages 25 to 54,

The directors do hot recommend any dividends during the yeur.

B Summary financial information

The followinyg is a summary of the published results of the Group for euch of the four years ended 31
Muarch 2004 and of the ussetfs and liubilities of the Group us at 31 March 2004, 2003, 2002 und 2001
prepured on the busis set out in the hote below.

- MP Logistics International Holdings Limited
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Results
Year ended 31 March

2004 2003 2002 2001
HK$ HKS HKS HKS
Turnover 53,719,738 32,647,984 17,840,933 16,698,146
Profit before tuxution 376,784 2,638,176 1,619,712 748,017
Tauxution (175,564) 417,411) (220,000 -

Net profit from ordinary activities
uttributable to shareholders 201,220 2,220,765 1,399,712 748,017

Assets and liabilities
As at 31 March

2004 2003 2002 2001
HK$ HKS HKS HKS
Nonh-current ussets 2,087,550 1,707,446 875,405 424,309
Current ussets 32,940,501 28,039,662 6,415,045 4,744,869
Current liubilities 9,200,791 3,863,774 2,062,082 1,464,859
Net current ussets 23,739,710 24,175,888 4,352,963 3,280,010
Non-current liubilities 337,874 595,168 62,637 3,750,000
25,489,386 25,288,166 5,165,731 (45,681)

Note: The summury of the combined results of the Group for each of two yeurs ended 31 Murch 2002 and of the
ussets und liabilities of the Group us at 31 March 2001 und 2002 have been extracted from the Prospectus.
Such summary wus prepured us if the current structure of the Group structure had been in existence throughout
these finunciul yeurs und is presented on the busis set out in hote 1 fo the finunciul stutements. The consoliduted
results of the Group for the yeurs ended 31 March 2003 und 2004 und the consolidated ussets and liubilities of
the Group us ut 31 Murch 2003 and 31 March 2004 ure set out on pages 25 and 26 respectively, of this report.
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.- - =  — e ———

_ BRI Report of the Directors B

M Fixed assets
Detuils of movements in the fixed ussets of the Group during the year are set out in hote 15 fo the

financiul stautements.

M Share capital
Detuils of movements in the Compuny’s issued share cupitul ure set out in note 22 to the finuncial

statements.

M Pre-emptive rights

There dre no provisions for pre-empftive rights under the Company’s articles of ussociution or the laws of
the Caymuan Islands which would oblige the Compuny fo offer hew shares on a pro rata busis to existing
shareholders.

M Purchase, sale or redemption of the Company’s listed shares
Neither the Compuny, hor any of its subsidiaries purchused, redeemed or sold uny of the Compuny’s
listed shures during the yeur.

 Use of proceeds from the Company'’s initial public offering
Detuils of the use of proceeds from the Company’s initial public offering are set out on puge 11 of the

annuul report.

I Reserves
Detuils of movements in the reserves of the Compuauny und the Group during the year are set out in the

statement of chunges in eyuity oh pages 27 und 28 of und in hote 24 to the financial statements.

M Distributable reserves

At 31 March 2004, the Compuny’s reserve avuilauble for distribution, calculuted in accordunce with the
laws of the Cayman Islands, amounted to HK$21,215,547 (2003: HK$21,409,780). This includes the Compuany’s
share premium uccount und capital reserve, of HK$21,455,732 (2003: HK$21,455,732) in ugyregute ut 31
March 2004, which may be distributed provided that immediately following the dute on which a dividend
is proposed to be distributed, the Company will be in a position fo pay off its debts as and when they fall

due in the ordinhury course of business.

- MP Logistics International Holdings Limited
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I Major customers and suppliers

During the yeur, sules to the Group’s five largest customers uccounted for upproximutely 73% of the totdl
sules for the year and sales to the largest customer included therein accounted for approximately 26% of
the totdl sules for the yeuar.

Purchuses from the Group’s five largest suppliers accounted for approximately 56% of the total purchuses
for the year and purchuses from the Group’s largest supplier included therein accounted for approximately
20% of the totul purchuses for the year.

As fuar us the directors are awdare, neither the directors of the Compuany, any of their associates nor uny
shareholders (which, to the best knowledge of the directors, owh more than 5% of the Compuny’s issued
share cupital) had any beneficial interests in the Group’s five largest customers or five largest suppliers
during the yeur.

M Directors
The directors of the Company during the yeur and up to the date of this report were:

Executive directors:
Mr. Wony Kwonhy Kwok
Mr. Yeuny Leuny Kony

Non-executive directors:

Mr. Deny Hui

Ms. Xiuo Fei Yun

Ms. Wang Li Yun (uppointed on 17 September 2003)

Independent non-executive directors:

Mr. Wony Ah Chik

Ms. Leunyg Wui Ling, Wylie

Mr. Liu Fehy (uppointed on 5 January 2004)

In accordunce with Article 87 of the Compuny’s Arficles of Association, Ms. Leung Wuai Ling, Wylie will
retire by rotation at the forthcoming annudl general meeting and, being eligible, offer herself for re-
election.

In accordunce with Article 86(3) of the Compuny’s Articles of Association, Ms. Wanhg Li Yun and Mr. Liu
Feny will hold office only unftil the forthcoming annual generdal meeting of the Company and, beinyg
eligible, offer themselves for re-election.
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I Directors’ and senior management’s biographies
Biogruphical detdils of the directors of the Compuny and the senior munagement of the Group are set

out on puyes 12 to 13 of the Compuny’s unnudl report.

I Directors’ service contracts

Each of the two executive directors of the Company hus entered into service contracts with a subsidiary
of the Compuany for un initial term of two yeurs commencing from 1 November 2002 und will continue
thereufter until terminated by either purty by giving not less thun 3 months’ notice in writing to the other
purty.

The non-executive directors (including the independent nonh-executive directors) huve no fixed terms of
office, but dre subject to the provisions governing the retirement and rotation of directors in the articles

of associution of the Compuany.

Save us uforesuid, hohe of the director proposed for re-election at the forthcoming annual general
meeting hus a service contract with the Company which is hot determinable by the Company within ohe

yeur without puyment of compensation, other than statutory compensation.

I Directors’ interests in contracts
No director had d significant beneficial interest, either directly or indirectly, in any contract of sighificance
tfo the business of the Group tfo which the Compuny, its holding company or uny of ifs subsidiaries wus <

purty during the yeuar,

- MP Logistics International Holdings Limited
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I Directors’ interests in shares

As at 31 March 2004, the interests und short positions of the directors und chief executive of the Compuny
in the shares, underlying shares and debentures of the Compuny or any of its ussociuted corporation
(within the meuning of Part XV of the Securities and Futures Ordinance (Cap. 571, Laws of Hong Konyg)
("SFO™)) which were required to be hotified fo the Compauny and the Stock Exchahyge pursuant to
Divisions 7 und 8 of Purt XV of the SFO (includinyg interests or short positions which they were taken or
deemed to have under such provisions of the SFO) or us recorded in the reyister required to be kept by
the Compuny under Section 352 of the SFO or otherwise notified to the Compuny and the Stock Exchanhge
pursuunt to the required standards of deulings by directors us referred to in Rules 5.46 to 5.67 of the GEM

Listing Rules were us follows:

Number of Shares

Corporate Personal Family Other Total
Director Interests Interests Interests Interests Interests
Mr. Wony Kwonhy Kwok 223,000,000 - - - 223,000,000

(Note)

Note: These shures ure reyistered in the hume of Best Method Investments Limited. Best Method Investments Limited
is beneficiully owned by Profound Wise International Limited, Accent On Investments Limited und Absolute
Prime Investments Limited in the proportion of 40%, 30%, und 30% respectively. Profound Wise Internutionul
Limited is owned by Mr. Wong Kwony Kwok und Mr. Yeuny Leuny Kony, the executive directors of the Company,
in the proportion of 70% und 30% respectively. Accent On Investments Limited is 100% owned by Mr. Wony
Kwony Kwok. Absolute Prime Investments Limited is 100% ownhed by Mr. Chan Chi Yin.

Suve us disclosed ubove, us ut 31 Murch 2004, none of the directors nor the chief executive of the
Compuny had any other interests or short positions in any shares, underlying shares or debentures of the
Compuny or uny of its associuted corporution (within the meaning of Part XV of the SFO) which were
required to be notified to the Compuny und the Stock Exchange pursuant to Divisions 7 and 8 of Part XV
of the SFO (including interests or short positions which they were tuken or deemed to huve under such
provisions of the SFO), or which were required to be recorded in the reyister kept by the Compuny under
Section 352 of the SFO or otherwise reyuired to be notified to the Compuny and the Stock Exchunge
pursuunt to the required stundards of deulings by directors us referred to in Rules 5.46 to 5.67 of the GEM
Listing Rules.
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I Director’s rights to acquire shares

Apurt from us disclosed under the purugruph heuded “Directors’ interests in shares” above and the
share option scheme disclosures in hote 23 to the financial statements, at ho fime during the year were
rights to ucyuire benefits by meuns of the acquisition of shares in the Compuny granted to any director
or their respective spouse or children under 18 yeurs of uge, or were uny such rights exercised by them;
or wus the Compuny, its holding compuany, or any of ifs subsidiaries or fellow subsidiaries a party fo any

drrungement to enuble the directors to ucqyuire such rights in uny other body corporute.

M Share option scheme

On 26 October 2002, a share option scheme (the "Scheme”) wus upproved by written resolutions of the
then sole shareholder of the Company. The purpose of the Scheme is to recoghise the contribution of
selected persons to the growth of the Group. Up to the dute of this report, ho options have been granted

tfo uny persons under the Scheme.
Detuils of the Scheme are set out in note 23 to the financiul statements.

M Substantial shareholders

As ut 31 Murch 2004, other thun a director of the Compuny us disclosed uhder the section heuded
“Directors’ interests in shures” ubove, the interests und short positions of person, in the shares und underlying
shares of the Company which would fall to be disclosed to the Compuny under the provisions of Divisions
2 und 3 of Purt XV of the SFO or, who is, directly or indirectly, inferested in 10% or more of the hominul
value of uny class of share cupitul carrying rights to vote in dll circumstances at general meetings of uny
other members of the Group, or substantial shareholders as recorded in the reyister of substantial

shareholders required to be kept by the Compuny under Section 336 of the SFO were as follows:

Approximate
percentage of

shareholding in

Name Number of shares held the Company
Best Method Investments Limited 223,000,000 74.33%
(Note)

Note: The detuils ure disclosed under the section heuded "Directors’ interests in shares” ubove.
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Save us disclosed ubove, as at 31 March 2004, the directors of the Compuny were hot aware of any
other person (other than the directors of the Compuny) who had an interest or short position in the shares
or underlying shares of the Compuauny which would fall fo be disclosed to the Compauny under the
provisions of Divisions 2 und 3 of Part XV of the SFO or, who is, directly or indirectly interested in 10% or
more of the hominul value of uny cluss of share cupital carrying rights to vote in dll circumstances at
generdl meetings of any other members of the Group, or uny other substuntial shareholders whose
interests or short positions were recorded in the register reyuired to be kept by the Compuny under
Section 336 of the SFO.

[ Sponsor’s interests

As at 31 Murch 2004 und utf the date of this report, neither Kingston Corporate Finahce Limited (the
“Sponsor”), nor uny of its directors, employees or ussociutes (us referred to in Nofe 3 to Rule 6.35 of the
GEM Listing Rules) had any interests in the securities of the Company or of any members of the Group, or
had any right fo subscribe for or fo hominuate persons to subscribe for the securities of the Company or of

any members of the Group.

Pursuunt to the sponsor ugreement duted 31 October 2002 entered into between the Compuny und the
Sponsor, the Sponsor is entitled to receive u fee for ucting us the Compuny’s sponsor for the period from
15 November 2002 to 31 March 2005, or until the spohsor ugreement is terminated upon the terms and

conditions us set out therein.

I Competition and conflict of interests

Up to the dute of this report, hohe of the directors, the munugement shareholders or substuntial
shareholders of the Compuny or uny of their respective ussociutes have enguyged in uny business that
competes or muy compete with the business of the Group, or have auny other conflict of inferests with the
Group.

B Compliance with Rules 5.34 to 5.45 of the GEM Listing Rules

The Compuny hus complied with the Bourd practices und procedures us set out in Rules 5.34 to 5.45 of
the GEM Listing Rules during the yedar.
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M Audit committee

The Compuny established an audit committee on 26 October 2002 with written terms of reference in
compliance with Rules 5.28 und 5.29 of the GEM Listing Rules. The primary duties of the audit committee
are to review und supervise the finuncial reporfing process and internal control system of the Group. The
audit committee comprises three members, Mr. Wong Ah Chik, Ms. Leunyg Wui Ling, Wylie and Mr. Liu
Feny, dll are independent non-executive directors of the Compuny. The dudit committee held four
meetinygs during the year. The Group’s audited results for the yeur ended 31 Murch 2004 have beeh
reviewed by the dudit committee, which wus of the opihion thut the prepurdtion of such results complied
with the applicuble uccounting stundards, the Stock Exchunge und legdl requirements, und that adeqyuute

disclosures huve been mude.
I Auditors

Ernst & Youhy resighed und Buker Tilly Hong Kohy Limited were appointed during the year. Baker Tilly
Honhy Kong Limited retfire and a resolution for their reappointment us auditors of the Company will be
proposed ut the forthcoming unnuul general meeting. Ernst & Younhy acted as the Company’s auditors
for the year ended 31 March 2003.

ON BEHALF OF THE BOARD

Wong Kwong Kwok
Chdirman

Hony Konhy
24 June 2004
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AUDITORS" REPORT TO THE MEMBERS OF
MP LOGISTICS INTERNATIONAL HOLDINGS LIMITED
(INCORPORATED IN CAYMAN ISLANDS) WITH LIMITED LIABILITY)

We have audited the financial statements on puages 25 to 54 which have been prepared in uccordunce

with uccounting principles yenerdlly uccepted in Hony Kony.

M Respective responsibilities of directors and auditors
The Hong Kong Compunies Ordinunce requires the directors o prepure financial statements which give
u true und fuir view. In prepuring finunciul stutements which give a true und fuir view it is fundamental

that appropriate accounting policies are selected and upplied consistently.

It is our responsibility to form un independent opinion, bused on our uudit, on those stutements und to
report our opinion solely to you, us u body, und for ho other purpose. We do not ussume responsibility

towurds or uccept liubility to uny other person for the contents of this report.

M Basis of opinion

We conducted our audit in accordunce with Statements of Auditing Standards issued by the Hong Kony
Society of Accountunts. An audit includes examination, on o test busis, of evidence relevant to the
amounts and disclosures in the financial statements. It also includes an ussessment of the significant
estimutes and judgments mude by the directors in the prepuration of the financial statements, and of
whether the auccounting policies are uppropriate to the Compauny’s and the Group’s circumstances,
consistently upplied and udequutely disclosed.

We planned and performed our audif so us to obtain dll the information and explunations which we
considered hecessury in order to provide us with sufficient evidence to ygive reusonuble ussurance us to
whether the finuncial statements are free from material misstatement. In forming our opinion we dlso
evuluuted the overull udeyuucy of the presentation of informution in the financiul stutements. We believe

that our audit provides a reusonable busis for our opinion.
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M Opinion

In our opinion the finunciul stutements yive u true und fuir view, in ull material respects, of the stute of
the affdirs of the Compuny and of the Group as at 31st March, 2004 und of the Group’s profit and cash
flows for the yeur then ended und huve been properly prepured in uccordunce with the disclosure
requirements of the Hony Kohy Compunies Ordinunce.

BAKER TILLY HONG KONG LIMITED
Certified Public Accountants

Hony Konhy

24 June 2004
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Yeur ended 31 Murch 2004

2004 2003
Notes HK$ HKS
TURNOVER 6 53,719,738 32,647,984
Cost of sules (42,289,144) (22,233,479)
Gross profit 11,430,594 10,414,505
Other revenue 6 54,267 40,071
Selling and distribution costs (2,743,952) (1,762,929
Administrative expenses (8,058,258) (5,934,477)
PROFIT FROM OPERATING ACTIVITIES 7 682,651 2,757,170
Finance costs 8 (305,867) (118,994
PROFIT BEFORE TAXATION 376,784 2,638,176
Taxation 11 (175,564) 417,411
NET PROFIT FROM ORDINARY ACTIVITIES
ATTRIBUTABLE TO SHAREHOLDERS 12 201,220 2,220,765
DIVIDENDS 13 - -
EARNINGS PER SHARE 14
- Busic HKO0.07 cent HKO0.88 cent
- Diluted N/A N/A

The accompunying hotes form an integral part of these financidal statements.
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2004 2003
Notes HK$ HKS
NON-CURRENT ASSETS
Fixed ussets 15 2,015,550 1,707,446
Deferred tux ussets 19(w) 72,000 -
2,087,550 1,707,446
CURRENT ASSETS
Accounts receivuble 17 13,262,517 13,034,015
Prepuyments, deposits und other receivubles 7,592,790 2,008,868
Tuxes refunduble 435,408 -
Time bunk deposits 20 10,000,000 10,038,235
Cush and bank balances 1,649,786 2,958,544
32,940,501 28,039,662
CURRENT LIABILITIES
Accounts payuble 18 1,262,676 1,784,908
Accrued expenses und other puyubles 503,293 1,288,160
Tuxes puyuble - 280,307
Bunk overdrufts — secured 20 6,952,528 -
Current portion of finunce leuse puyubles 21 482,294 510,399
9,200,791 3,863,774
NET CURRENT ASSETS 23,739,710 24,175,888
TOTAL ASSETS LESS CURRENT LIABILITIES 25,827,260 25,883,334
NON-CURRENT LIABILITIES
Finunce leuse puyubles 21 112,874 595,168
Deferred tux liubilities 19(b) 225,000 -
337,874 595,168
NET ASSETS 25,489,386 25,288,166
CAPITAL AND RESERVES
Issued cupitul 22 3,000,000 3,000,000
Reserves 24 22,489,386 22,288,166
25,489,386 25,288,166
Wong Kwong Kwok Yeung Leung Kong

Director Director

The accompunying hotes form an integral part of these financidal statements.
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Share Share Capital Retained
capital premium reserve earnings Total
Notes HK$ HK$ HK$ HK$ HKS

Balance at 1 April 2002 22(iiiy(b) 44,600 - 3,867,100 1,254,031 5,165,731
Issue of shures to

independent investors 22(iii)(c) 5,400 - - - 5,400
Issue of shares - 25,494,600 - - 25,494,600
Cupitulisution issue 22(iv) 2,450,000 (2,450,000) - - -
New issue of shares by

way of placinyg 22(v) 500,000 - - - 500,000
Share issue expenses - (8,098,330) - - (8.098.,330)
Net profit for the year - - - 2,220,765 2,220,765
Balance at 31 March 2003 3,000,000 14,946,270 3,867,100 3,474,796 25,288,166
Net profit for the year - - - 201,220 201,220
Balance at 31 March 2004 3,000,000 14,946,270 3,867,100 3,676,016 25,489,386

The accompunying hotes form an integral part of these financidal statements.
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Yeur ended 31 March 2004

Share Share Capital Retained
capital premium reserve earnings Total
Notes HK$ HK$ HK$ HK$ HK$
Balance at 1 April 2002 22(iii)(b) 44,600 - - - 44,600
Issue of shures to
independent investors 22(iii)(c) 5,400 - - - 5,400
Arising oh Group
Reorgunisation - - 6,509,462 - 6,509,462
Issue of shares - 25,494,600 - - 25,494,600
Cupitulisution issue 22(iv) 2,450,000 (2,450,000) - - -
New issue of shures by way
of plucing 22(v) 500,000 - - - 500,000
Share issue expenses - (8,098,330) - - (8,098.,330)
Net loss for the year - - - (45,952) (45,952)
Balance at 31 Murch 2003 3,000,000 14,946,270 6,509,462 (45,952) 24,409,780
Net loss for the year - - - (194,233) (194,233)
Balance at 31 Murch 2004 3,000,000 14,946,270 6,509,462 (240,185) 24,215,547

The accompunying hotes form an integral part of these financidal statements.
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Yeur ended 31 Murch 2004

2004 2003
HK$ HKS

Profit before taxation 376,784 2,638,176
Adjustments for:

Finance costs 305,867 118,994

Inferest income (54,267) (40,071)

Depreciation 653,121 666,188

Loss on disposals of fixed dssets 11,988 17,671
Operating cush flows before movements in

working capitdl 1,293,493 3,400,958
Increuse in accounts receivuble (228,502) (9.627,344)
Increuse in prepuyments, deposits und

other receivubles (5,583,497) (1,767,496)
Decreuse in un umount due from u director - 163,005
(Decreuse)/Increuse in accounts puayable (522,232) 982,709
(Decreuse)/Increuse in accrued expehses und

other payables (784,867) 559,763
Cush used in operating uctivities (5,825,605) (6,288,405)
Interest puaid (241,949) (30,982)
Interest element of finance lease rental payments (63,918) (88.012)
Hong Kohy profits tax paid (738,279) (437,104
NET CASH OUTFLOW FROM OPERATING ACTIVITIES (6,869,751) (6.844,503)
INVESTING ACTIVITIES

Inferest received 53,842 40,071

Purchuses of fixed ussets (973,213) (178.476)
NET CASH OUTFLOW FROM INVESTING ACTIVITIES (919,371) (138,405
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2004 2003
HK$ HK$
FINANCING ACTIVITIES
Proceeds from issue of shares - 26,000,000
Share issue expenses - (8,098.,330)
Cupital element of finance leuse renfal payments (510,399) (525,980)
NET CASH (OUTFLOW)/ INFLOW FROM FINANCING ACTIVITIES (510,399) 17.375.690
NET (DECREASE)/ INCREASE IN CASH AND CASH EQUIVALENTS (8,299,521) 10,392,782
CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAR 12,996,779 2,603,997
CASH AND CASH EQUIVALENTS AT END OF YEAR 4,697,258 12,996,779
ANALYSIS OF BALANCES OF CASH AND CASH EQUIVALENTS
Cush and bunk balances 1,649,786 2,958,544
Time bunk deposits with original maturity of
less than three months when acquired 10,000,000 10,038,235
Bunk overdrufts (6,952,528) -
4,697,258 12,996,779

The accompunying hotes form an integral part of these financidal statements.
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2004 2003
Notes HK$ HKS
NON-CURRENT ASSETS
Investments in subsidiaries 16 6,554,062 6,554,062
CURRENT ASSETS
Prepuyments, deposits und other receivubles 75,000 75,000
Amounts due from subsidiaries 16 17,660,639 17,848,917
Cush und bunk bulunces 8,252 15,134
17,743,891 17,939,051
CURRENT LIABILITIES
Accrued expenses und other puyubles 82,406 83,333
NET CURRENT ASSETS 17,661,485 17,855,718
NET ASSETS 24,215,547 24,409,780
CAPITAL AND RESERVES
Issued cupitul 22 3,000,000 3,000,000
Reserves 24 21,215,547 21,409,780
24,215,547 24,409,780
Wong Kwong Kwok Yeung Leung Kong
Director Director

The accompunying hotes form an integral part of these financidal statements.
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1. GROUP REORGANISATION AND BASIS OF PRESENTATION
The Company

The Compuny wus incorporated us un exempted compuny with limited liability in the Caymuaun
Islands on 12 June 2002 under the Compunies Law, Cap. 22 (Luw 3 of 1961, us consoliduted and
revised) of the Cayman Islands. The shares of the Compuny were listed on the Growth Enterprise
Market (the "GEM”) of The Stock Exchunye of Hony Kony Limited (the “Stock Exchunhyge”) on 15
November 2002.

Group reorganisation

Pursuunt to a group reorgunisation (the “Group Reorgunisation”) to rationalise the structure of the
Group in prepuration for the listing of the Compuny’s shures on the GEM of the Stock Exchunye,
the Compuny becume the holding compuny of the compdunies how comprising the Group on 26
October 2002. This was accomplished by acquiring the entire issued share capital of Precious
Loyistics Limited (*PLL"), the then immediute holding compuny of the other subsidiuries, in
consideration of und in exchunge for the dllotment und issue of 4,459,999 shares of HKS0.01 euch
in the share capital of the Compuany credited as fully paid, to the then holding company of PLL.
Further detdils of the Group Reorganisation are set out in hote 22 to the finuncial stutements and
the prospectus of the Compuny duted 31 October 2002.

Basis of presentation and consolidation

The Group Reorgunisation involved companies under common control. The consolidated financidl
statements have been prepared using the merger busis of uccounting in uccordunce with Hony
Konyg Statements of Standard Accounting Practice ("SSAP”) No. 2.127 “Accounting for group
reconstructions”. On this busis, the Compuny hus been treuted us the holding compuny of the
subsidiaries throughout the finunciul yedrs presented or from the respective dutes of incorporation
of these subsidiuries where this is u shorter period, rather than from the dute of their acquisitions on
26 October 2002. Accordingly, the cohsolidated results and cush flows of the Group for the yeuars
enhded 31 March 2003 and 2004 include the results und cush flows of the Compuny und its
subsidiaries with effect from 1 April 2002 or since their respective dates of incorporation where this

is u shorter period.

In the opinion of the directors, the consoliduted finuncial statements prepdred on the ubove busis

present more fuirly the results und stute of uffuirs of the Group us u whole.

All sighificant fransactions and balances within the Group dare eliminated on consolidation.

MP Logistics International Holdings Limited
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2. CORPORATE INFORMATION
During the year, the Group’s principal activities were the provision of loyistics services. There have

been no sighificant changes in the hature of the Group’s principal activities during the year.

In the opinion of the directors, the ultimate holding company of the Compuany is Best Method
Investments Limited, a compuny incorporated in the British Virgin Islands.

3. ADOPTION OF NEW STATEMENTS OF STANDARD ACCOUNTING PRACTICE
In the current yeuar, the Group has adopted, for the first time, the revised Statement of Standard

Accountfing Practice ("SSAP”) 12 issued by the Hong Konyg Society of Accountunfs.

The revision to SSAP 12 (Revised) “Income tuxes” hus infroduced u hew busis of uccounting for
income tuxes (including both current taxation and deferred tuxation). The principul effect of the
implementation of SSAP 12 (Revised) is in relation to deferred taxation. Oh adoption of the revised
SSAP 12, deferred tauxation is provided in full, using the liability method, on temporary differences
arising between the tux buses of ussets aund liubilities and their currying amounts in the accounts.
As the udoption of SSAP 12 (Revised) hus ho muteriul effect on the results for the current or prior

accounting periods, ho prior period adjustment is required.

4. SUMMARY OF PRINCIPAL ACCOUNTING POLICIES
(a) Basis of preparation
The finuncial stutements have been prepured under the historicul convention and in
accordunce with accounting standards issued by Hong Kohyg Society of Accountants,
generully uccepted uccounting principles in Hong Kony and the disclosure reyuirements of

the Hong Kong Compunies Ordinance.

(b) Subsidiaries
A subsidiary is a compuny whose financial and operating policies the Compuany confrols,

directly or indirectly, so us to obtdin benefits from its activities.
The results of subsidiuries ure included in the Compuny’s profit and loss uccount to the

extent of dividends received und receivuble. The Compuany’s investments in subsidicries are
stated at cost less uny impuirment losses.
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4. SUMMARY OF PRINCIPAL ACCOUNTING POLICIES (continued)
(3] Revenue recognition
Revenue is recoghised when it is probuble that the economic benefits will flow to the Group

und when the revenue cun be meusured reliably, on the followinyg buses:

0] Revenue from the provision of loyistics services is recoyghised when the services ure

rendered;

(i) Revenue from the provision of management services is recoghised on an uccruuls

bausis; and

(iiiy  intferest income is recoyhised on u time proportion busis taking info account the

principul outstunding and the effective interest rate upplicuble.

(d) Fixed assets and depreciation
Fixed ussets ure stuted ut cost less uccumulauted depreciution und uny impuirment losses.
Cost represents its purchuse price und any directly atftributable costs of bringing the asset to
its working condition for its infended use. Subseyuent expenditure incurred after fixed ussets
have been put into operution, such us repuirs und muintenunce, is hormully charged to the
profit and loss uccount in the period in which it is incurred. In situations where it cun be
cleurly demonstrauted thut the expenditure hus resulted in un increuse in the future economic
benefits expected to be obtuined from the use of the fixed usset, the expenditure is

cupitdlised as un additional cost of that usset,

Deprecidation is culculuted to write off the cost of euch usset over its estimated useful life on

the straight-line basis ut the following annudl rates:

Leusehold improvements 20% or over the leuse terms, whichever is shorter
Furniture, fixtures and office equipment 20%
Motor vehicles 20%

The guin or loss on disposdals or retirement of a fixed asset recoyghised in the profit and loss
auccount is the difference between the net sules proceeds und the currying amount of the

relevant asset,
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4. SUMMARY OF PRINCIPAL ACCOUNTING POLICIES (continued)
(e) Impairment of assets
An dssessment is made at euch bulance sheet date of whether there is any indication of
impuirment of uny usset, or whether there is any indication that an impuirment loss previously
recoyhised for un usset in prior yedrs may no lonyer exist or muy have decreused. If uny
such indicatfion exists, the dsset’s recoveruble umount is estimated. An usset’s recoverable

amount is calculated as the higher of the asset’s value in use or its net selling price.

An impuirment loss is recoynised only if the cdrrying umount of un usset exceeds its
recoveruble umount. An impuirment loss is charged to the profit and loss uccount in the

period in which it urises.

A previously recognised impdairment loss is reversed only if there has been g chunge in the
estimutes used to determine the recoveruble umount of un usset, however not to un umount
higher than the currying umount that would huve been determined (net of depreciution/
amortisation), had no impuirment loss been recoyhnised for the dsset in prior years. A reversdl
of an impuirment loss is credited to the profit und loss uccount in the period in which it

arises.

(f)  Taxation
The charge for tuxation is bused on the results for the year us adjusted for items, which dare
non-ussessuble or disullowuble. Deferred tuxation is provided in full, using the ligbility method,
oh temporary differences urising between the tux buses of ussets und liubilities und their
carrying amounts in the accounts. Taxation rates enacted or substantively enacted by the

balunce sheet dute is used to determine deferred tuxation,

Deferred tux ussets ure recoygnized to the extent thut it is probuble thut future taxable profit

will be avudilable against which the temporary differences cun be utilized.

Deferred tuxation is provided on temporury differences arising on investments in subsidiary
compunies, except where the timing of the reversul of the temporury difference cun be
controlled und it is probuble thut the temporary difference will hot reverse in the foreseeuble

future.
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(h)

SUMMARY OF PRINCIPAL ACCOUNTING POLICIES (continued)

Provisions

A provision is recoyhised when u present obligation (legul or constructive) has drisen us u
result of u pust event und it is probuble thut u future outflow of resources will be required to
settle the obligution, provided that d reliuble estimute cun be mude of the amount of the
obligation.

When the effect of discounting is material, the umount recoghised for a provision is the
present value ut the bulunce sheet dute of the future expenditures expected to be required
to setftle the obligution. The increuse in the discounted present vulue umount arising from

the pussayge of time is included in finunce costs in the profit und loss uccount.

Leased assets

Leases that transfer substantidally all the rewdards and risks of ownership of dssets tfo the
Group, other than leygul title, ure accounted for us finunce leuses. At the inception of a
finance ledse, the cost of the leused usset is capitalised at the present value of the Minimum
leuse puyments und recorded toyether with the obligation, excluding the interest element,
to reflect the purchuse und financing. Assets held under cupitulised finunce leuses ure
included in fixed ussets und depreciuted over the shorter of the leuse terms und the estimated
useful lives of the ussets. The finance costs of such leuses dre charged to the profit and loss

uccount so us to provide u constunt periodic rute of churge over the leuse terms.

Assets ucyuired through hire purchuse contructs of u finunce nuture ure uccounted for us

finance leuses, but ure depreciuted over their estimuted useful lives.

Leuses where substantially dll the rewards and risks of ownership of ussets remuin with the
lessor are accounted for us operating leuses. Where the Group is the lessee, rentals paydble
under the operating leduses are charged to the profit and loss account on the straight-line

busis over the leuse terms.
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SUMMARY OF PRINCIPAL ACCOUNTING POLICIES (continued)

)

()

(9]

Pension scheme

The Group operutes u defined contribution Mandatory Provident Fuhd refirement benefits
scheme (the “MPF Scheme”) uhder the Mandutory Provident Fund Schemes Ordihance for
all of its employees. Contributions are mude bused oh G percentage of the employees’
busic salaries and are charged fo the profit and loss account as they become payuble in
accordunce with the rules of the MPF Scheme. The ussets of the MPF Scheme ure held
separately from those of the Group in an independently administered fund. The Group’s
employer confributions vest fully with the employees when confributed into the MPF Scheme.

Related parties

Parties are considered to be related if one puarty has the ability, directly or indirectly, to
control the other party or exercise signhificunt influence over the other party in making finuncial
and operuting decisions. Purties ure dlso considered to be reluted if they are subject to
common control or common signhificant influence. Reluted purties may be individuals or
corporute entities.

Foreign currencies

Foreigh currency transactions are recorded ut the applicable exchange rates ruling at the
tfransaction dates. Monetary ussets and liubilities denominuted in foreign currencies ut the
bulunce sheet dute ure trunsluted ut the upplicuble exchunge rutes ruling ut that dute.

Exchunge differences ure deult with in the profit und loss account.

On consolidution, the finunciul stutements of overseus subsidiuries ure trunsluted info Hony
Kony dollurs using the net investment method. The profit und loss uccounts of overseus
subsididaries are franslated into Honyg Kong dollars at the weighted average exchunge rates
for the yeur, und their bulunce sheets ure transluted into Hony Kong dollars at the exchunhye
rates ruling at the bulance sheet date. The resulting translation differences are included in

the exchanye fluctudtion reserve.

For the purpose of the consoliduted cush flow statement, the cush flows of overseus
subsidiaries ure franslated into Hony Konyg dollars at the exchange rates ruling at the dates
of the cush flows. Frequently recurring cush flows of overseus subsidiaries which arise
throughout the year are translated into Hong Konhy dollars at the weighted average exchunhge

rates for the yeuar.
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4. SUMMARY OF PRINCIPAL ACCOUNTING POLICIES (continued)

)

Cash and cash equivalents

For the purpose of the consoliduted cush flow stutement, cash und cush eyuivalents comprise
cush on hand und demund deposits, and short term highly liquid investments which are
reudily convertible into knowh amounts of cush und which are subject to un insighificant risk
of changes in vulue, uand have da short maturity of generdlly within three months when
acqyuired, less bunk overdrafts which are repuydble on demand and form an integral part of

the Group’s cush munagement.

For the purpose of the bulance sheet, cash and bunk bulances comprise cush on hand und

at bunks, including term deposits, which are hot restricted us to use.

5. SEGMENT INFORMATION

(@)

Geographical segments

Segment informuation is presented in respect of the Group’s yeoyraphical segments. In
determining the Group’s geoyraphical segments, revenues and results are attributed to the
segments bused on the location where the services dre rendered, und dssets are attributed

to the segments bused on the locution of the ussefts.

As dll the Group’s services ure rendered in Hong Kony, no further geographical andlysis of

revenue or results is presented.
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5. SEGMENT INFORMATION (continued)
(a) Geographical segments (continued)

An unulysis of the Group’s totul ussets und liubilities by geoyruphicul segment is us follows:

PRC (excluding
Hong Kong Hong Kong) Consolidated
2004 2003 2004 2003 2004 2003
HK$ HKS HK$ HKS HK$ HKS
Segment ussets 15,708,267 16,824,826 17,562,483 12,896,831 33,270,750 29,721,657
Unallocuted assets - = - = 1,757,301 25,451
Totul ussets 35,028,051 29,747,108
Segment liubilities 9,174,039 2,954,964 259,131 79.191 9,433,170 3,034,155
Unullocuted liubilities - - - - 105,495 1,424,787
Totdl liubilities 9,538,665 4,458,942

Other segment information:
Depreciation 653,121 666,188 -
Cuapital expenditure 973,213 1,515,900 -

653,121 666,188
973,213 1,515,900

(b) Business segments
No further information on the business segments of the Group is presented us the Group is

solely enguged in the provision of loyistics services.
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6. TURNOVER AND REVENUE
Turhover represents the invoiced value of loyistics services provided. An andlysis of the Group’s

furnover und other revenue is us follows:

2004 2003
HK$ HKS
Turnover
Fees for loyistics services provided 53,719,738 32,647 984
Other revenue
Interest income 54,267 40,071
53,774,005 32,688,055

7. PROFIT FROM OPERATING ACTIVITIES

The Group’s profit from operating activities is arrived at after charging/(crediting):

2004 2003
HK$ HKS$
Cost of services provided 42,289,144 22,233,479
Auditors’ remunerution 280,000 380,000
Depreciation 653,121 666,188
Directors remuneraution 1,524,000 1,115,555
Stuff costs (excluding directors’ remunerution)
Suluries und wugyges 2,333,386 1,331,705
Pension scheme contributions 106,306 63,659
Minimum leuse puyments under operating leuses
rental for land and buildings* 634,467 555,235
Exchange losses/(guin), het 591 (237)
Losses on disposuls of fixed ussets 11,988 17,671
* Included in the bulunce for the yeur ended 31 March 2004 is HK$210,000 (2003: HKD169,355) in respect

of rentdl expenses for u director’s quurters. This bulunce hus been included in the umount of directors’
remuneration disclosed in hote 9 to the finuncial statements.
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8. FINANCE COSTS

Group
2004 2003
HK$ HKS
Interest on bank overdrafts repuyable oh demand 241,949 30,982
Interest on finance leuses 63,918 88,012
305,867 118,994

9. DIRECTORS’ REMUNERATION
Directors’ remuneration, disclosed pursuant to the Rules Goverhing the Listing of Securities on the

GEM and Section 161 of the Hong Kong Compunies Ordinunce, is us follows:

2004 2003

HK$ HKS

Fees of un independent honh-executive director 120,000 50,000
Other emoluments of executive directors:

Suluries, ullowunces und benefits in kind 1,380,000 1,045,355

Pension scheme contributions 24,000 20,200

1,524,000 1,115,555

The remunerution of euch of the directors fell within the bund of nil fo HKS$1,000,000.

Two executive directors und uh independent hon-executive director received emoluments of HKS
872,000 (2003: HK$620,355), HK$532,000 (2003: HK$445,200) und u fee of HK$120,000 (2003: HK$50,000),
respectively, for the year ended 31 March 2004. There were ho emoluments puid or payable to
other non-executive directors of the Company during the year (2003: Nil).

There wus ho arrangement under which d director waived or ugreed to wdive auny remuneration

during the year. In addition, ho emoluments were puid by the Group fo the directors as an

inducement to join, or upon joining the Group, or us u compensution for loss of office (2003: Nil).
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10.

11.

FIVE HIGHEST PAID EMPLOYEES

The five highest puid employees during the year included two (2003: two) directors, detdils of
whose remuneration are set out in hote 9 above. Detdils of the remuneration of the remuaininy

three (2003: three) non-director, highest paid employees are s follows:

Group
2004 2003
HK$ HKS
Suluries, ullowunces und benefits in kind 832,667 607,000
Pension scheme conftributions 33,000 28,650
865,667 635,650

The remunerution of euch of these remuining three highest puid employees fell within the band nil
to HK$1,000,000.

During the year, no emoluments were puaid by the Group to any of the highest pdid employees us
an inducement to join or upon joining the Group, or us compehnsation for loss of office (2003: Nil).

TAXATION

Honyg Konhy profits tax has been provided at the rate of 17.5% (2003: 16%) on the esftimated
ussessuble profits arising in Hony Kony during the yeur. Tuxes on profits ussessuble elsewhere huve
been cdlculuted at the rates of tax prevdiling in the countries in which the Group operates, based

oh existing leyislation, inferpretation and practices in respect thereof,

Group
2004 2003
HK$ HKS
The tuxution chaurye comprises:—
Current yeur provision 11,000 486,551
Under/(over) provision in prior years 11,564 (69.,140)
Deferred tuxution (Note 19) 153,000 -
Tux churyge for the year 175,564 417,411
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TAXATION (continued)

Reconciliution between tux expenses und accounting profit at applicuble tux rates:

Group

2004 2003

HK$ HKS
Profit before taxation 376,784 2,638,176
Tux ut the domestic tux rate of 17.5% (2003: 16%) 65,937 422,108
Tax effect of non-deductible expenses 71,763 102,625
Tux effect of non-tauxuble revenue (9,497) Q)
Tax effect of unused tax losses hot recoyghized 34,146 7,352
Tax effect on uccelerated depreciation dllowance 1,651 (45,533)
Under/(over) provision in prior year 11,564 (69.,140)
Tux churye for the year 175,564 417,411

NET LOSS FROM ORDINARY ACTIVITIES ATTRIBUTABLE TO SHAREHOLDERS

Net loss from ordinary activities attributable fo shareholders for the year ended 31 March 2004
dedalt with in the financial statements of the Compuny was HK$194,233 (2003: HK$45,952).

DIVIDENDS
No dividends have been puid or declared by the Company during the year (2003: Nil).

EARNINGS PER SHARE

The culculation of busic eurnings per shure is bused on the net profit from ordinhary activities
attributable to shareholders for the year of HK$201,220 (2003: HK$2,220,765) und on the weighted
average humber of 300,000,000 (2003: 253,169,834) ordinary shares of the Company.

The weighted average humber of shares used to culculate the edrnings per share for the year
ended 31 March 2004 includes the share issued for cash at par on incorporation, the 540,000
shares issued to certuin investors und the corresponding cupitdlisation issue of 26,460,049 shares,
us further detuiled in note 22 to the finuncial stutements, us well us the 50,000,000 shures issued
subsequently by way of placing in connection with the listing of the Compuny’s shares on the GEM
oh 15 November 2002.
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14. EARNINGS PER SHARE (continued)
Diluted eurninys per shure is hot presented us there dre no diluting events during the yeuar.
15. FIXED ASSETS
Group
Furniture,
fixtures
Leasehold and office Motor
improvements equipment vehicles Total
HK$ HKS HKS HKS
Cost:
At 1 April 2003 233.316 456,786 2,360,644 3,050,746
Additions - 273.213 700,000 973.213
Disposuls - (29,134) - (29,134)
At 31 March 2004 233.316 700,865 3,060,644 3.994,825
Accumuluted depreciution:
At 1 April 2003 233.316 163,235 946,749 1,343,300
Charge for the year - 122,839 530,282 653,121
Eliminated on disposals - (17.,1406) - (17,146)
At 31 March 2004 233.316 268,928 1,477,031 1,.979.275
Net book vulue:
At 31 Murch 2004 - 431,937 1,683,613 2,015,550
At 31 Murch 2003 - 293.551 1,413,895 1,707,446

Included in the net book value of the Group’s fixed ussets as at 31 March 2004 are motor vehicles

held under finance leases with net book value of HK$885,045 (2003: HKS1,413,895).

- MP Logistics International Holdings Limited



| il |
Notes to Finunciul Stutements S

31 Murch 2004

16. INVESTMENTS IN SUBSIDIARIES AND AMOUNTS DUE FROM SUBSIDIARIES

Company
2004 2003
HK$ HKS
Unlisted shares, at cost 6,554,062 6,554,062
Amounts due from subsidiaries 17,660,639 17,848,917
24,214,701 24,402,979

Amounts due from subsidiaries ure unsecured, interest-free and huve no fixed terms of repuyment.

Particulars of the subsidiaries are us follows:

Percentage
Place of Nominal of of equity
incorporation value of issued attributable Principal
Name and operations share capital to the Company activities

Direct Indirect

Precious Loyistics Limited British US$10,000 100 - Investment
Virgin Islands Ordinary holding

Marine Power Hony Kony HKS$100,000 - 100 Provision of
Company Limited Ordinary logistics services
June (China Hony Kony) Hony Konhy HKS$10,000 - 100 Provision of
Transportation Company Ordinary fransportation
Limited services
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17. ACCOUNTS RECEIVABLE
The Group’s trading terms with its customers are on credit for which the credit period is generally
up to 60 days (2003: 60 days), except for certain well-established customers having strony financial
strength, good repayment history and creditworthiness, where the terms dre extended beyond 60
duys.

Ageinyg analysis of the Group’s accounts receivuble at the balance sheet date, based on invoice

dute, is us follows:

Group
2004 2003
HK$ HKS
Within 90 duys 12,555,671 11,155,014
Between 91 und 180 duys 200,697 1,645,859
Between 181 und 365 duys 176,685 233,142
Over 365 days 329,464 -
13,262,517 13,034,015

18. ACCOUNTS PAYABLE

Ageing analysis of the Group’s accounts payable at the bulahce sheet date, bused on invoice

dute, is us follows:

Group
2004 2003
HK$ HK$
Within 90 duys 1,262,286 1,765,353
Between 91 und 180 duys 390 5,070
Between 181 und 365 duys - 14,485
1,262,676 1,784,908
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19. DEFERRED TAXATION

(a) Deferred tax assets

Group
2004 2003
HK$ HK$
Bulance ut the beyinning of the yeur - =
Credited to profit und loss uccount (Note ¢) 72,000 -
Bulunce ut the end of the yeur 72,000 -
Amount to be recovered ufter more than one yeur 72,000 =

Deferred income tux ussets are recoyhized for tax losses curried forward to the extent that redlization

of the reluted tux benefit through the future tuxuble profits is probuble. As ut 31 Murch 2004, the

Group hus unrecoyghized tux losses of HK$411,418 (2003: Nil) to carry forward aguainst future taxable

income.

(b) Deferred tax liabilities

Group
2004 2003
HK$ HK$
Bulance ut the beyinning of the yeur - =
Debited to profit und loss uccount (Note ¢) 225,000 =
Bulunce ut the end of the yeur 225,000 =
Amount to be puydble ufter more than one year 225,000 =
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19. DEFERRED TAXATION (continued)

(c) Deferred taxation (credited)/charged to profit and loss account is as follows:

Group
2004 2003
HK$ HKS
Deferred tux ussets (Note u) (72,000 -
Deferred tux liubilities (Note b) 225,000 -

Deferred tuxation credited to profit
and loss uccount (Note 11) 153,000 =

20. BANKING FACILITIES
At 31 March, 2004, the Group hus general banking facilities available of HKS11,000,000 (2003:
HK$11,000,000). These facilities are provided to the subsidiary of the Company und are gudranteed
by the Compuny und are secured under u condition such that deposits with the bank shall be
muintained of hot less than HK$10,000,000 (2003: HKS$10,000,000).
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21. FINANCE LEASE PAYABLES
During the yeuar, the Group ledsed certain motor vehicles for its business operations. These leuses
are clussified us finance leuses und have remuining leuse terms ranyging between one und three

yedars.

At 31 March 2004, the total future minimum ledse payments under finance ledses und their present

vulues were us follows:

Group

Present value of

Minimum lease minimum lease
payments payments
2004 2003 2004 2003
HK$ HKS HK$ HKS
Amounts puyuble:

Within one year 510,336 574,317 482,295 510,399

In the second year 114,448 510,336 112,873 482,295

In the third to fifth yeurs, inclusive - 114,449 - 112,873

Total minimum finunce leuse puyments 624,784 1,199,102 595,168 1,105,567
Future finaunce charges (29,616) (93,535)
Total het finunce leuse puyables 595,168 1,105,567
Portion classified as current liabilities (482,294) (510,399
Lonyg term portion 112,874 595,168
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22. SHARE CAPITAL
Number of
ordinary Nominal
shares of value of ordinary
Notes HK$0.01 each shares
HKS
Authorised:
On incorporation 0) 10,000,000 100,000
Increuse in authorized share capital (i) (@) 9,990,000,000 99,900,000
10,000,000,000 100,000,000
Issued und fully puid:
On acyuisition of PLL (i (o) 4,459,999 44,600
Cupitdlisation issue credited as fully puid
conditiondl on the share premium
account of the Compuny being credited
us d result of the issue of hew shares o the
public by way of placing 218,539,951 -
Pro formu issued share capital as
at 31 March 2002 222,999,950 44,600
On incorporation (ii) 1 =
Issue of shares to independent investors (ii(c) 540,000 5,400
Cupitdlisation issue credited as fully puid
conditiondl on the share premium
account of the Compuny being credited
Js d result of the issue of hew shares fo
the public by way of placing 26,460,049 -
Cupitdlisation of share premium account
us set out ubove (iv) = 2,450,000
New issue of shures by way of plucing ) 50,000,000 500,000
At 31 March 2003 und 31 March 2004 300,000,000 3,000,000
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22. SHARE CAPITAL (continued)
The following chanhges in the Compuany’s authorised and issued share capital fook place during

the period from 12 June 2002 (dute of incorporation of the Compuny) fo 31 March 2003:

Notes:

) On 12 June 2002, the uuthorised share cupitul of the Compuny wus HKS100,000 divided intfo 10,000,000
shares of HK$0.01 euch.

(i) On 14 June 2002, one share wus dllotted und issued for cash at par.
(iii) Pursuant to written resolutions of the sole shareholder of the Compuny pussed on 26 October 2002:

(a) the authorised share cupital of the Compuny wus increused from HK$100,000 to HKS 100,000,000
by the creation of un additional 9,990,000,000 shaures of HK$0.01 euch;

(b) the Compuny ullotted und issued un ugyreyute of 4,459,999 shures of HK$0.01 euch, credited
as fully puid, us consideraution for the acquisition of the entire issued share cupital of PLL. The
excess of the fuir value of the shares of PLL, determined on the busis of its consoliduted net
ussets at that dute, over the hominal value of the Compuny’s shares issued in exchange therefor,

umounting to HK$6,509,462, wus credited fo the Company’s cupital reserve; and

(c) the Compuny ullotted und issued 540,000 ordinury shares of HKS0.01 euch to three independent
third purties in equal proportions for un uyyreyute cush consideration of HKS6,000,000.

(iv) On 6 November 2002, un ugygreyute of 245,000,000 shures of HK$0.01 euch were ullotted und issued,
credited us fully puid, at par to the holders of the ordinury shares whose hames uppedred onh the
reyister of members of the Compuny on 29 October 2002, in proportion to their respective shareholdings,
by way of cupitalisution of the sum of HK$2,450,000 stunding to the credit of share premium uccount of
the Compuny, conditional on the share premium uccount beiny credited us u result of the new issue of

shures to the public us set out in (v) below.
) Pursuant to the listing of the Compauny’s shares on the GEM on 15 November 2002, the Compuny issued
50,000,000 shares of HK$0.01 euch at u price of HK$0.40 per share fo the public by way of placing for u

total consideration of HK$20,000,000, before issue expenses of HK$8,098,330.

There have beeh no movements in share capital for the year ended 31 March 2004.
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23.

SHARE OPTION SCHEME

Under the terms of the share option scheme (the “Scheme”) udopted by the Compuny oh 26
October 2002, the bourd of directors (the “"Bourd”) und u duly duthorised committee (the
“Committee”) of the Compuany is authorised, at their absolute discretion, fo invite any employees,
directors, advisers, consultants, distributors, suppliers, agents, customers, business partners and service
providers to or of any member of the Group, shareholders (including their directors and employees)
of uny member of the Group aund such other persons whom the Bourd or the Committee considers
to have contributed or will contribute to the Group to take up options to subscribe for shares of the
Compuny. The purpose of the Scheme is to encourage its participants to confribute to the growth

of the Group.

The Scheme becume effective on 15 November 2002 und, unless otherwise cuncelled or umended,

remuins in force for ten years from thut dute.

The muximum humber of shares in respect of which optfions may be granted under the Scheme
und uny other share option scheme of the Compuny muy not exceed 10% of the issued share
cupitul of the Compuny, or may not exceed u muximum of 30% should the shureholders renew the
10% limit, from time fo time which have been duly dllotted and issued. The maximum humber of
shares issuduble under share options to euch eligible participunt in the Scheme within any 12-month
period is limited to 1% of the shures of the Compuny in issue ut uny time. Any further grunt of share

options in excess of this limit is subject to shareholders’ approval in a general meeting.

Shuare options gyranted to u director, chief executive, substantial shareholder or management
shareholders of the Compuny, or to uny of their ussociutes, ure subject to upproval in udvaunce by
the independent hon-executive directors (excluding uny independent nhon-executive directors who
ure the prospective gruntees in question). In auddition, uny shure options yranted to u substuntial
shareholder or auny independent non-executive director of the Company, or fo any of their
ussociutes, in excess of 0.1% of the shares of the Compuny in issue at auny time or with un aggreygute
vulue (bused on the closing price of the Compuny’s shares at the date of the grant) in excess of
HKS$5 million, within any 12-month period, are subject to shareholders’ approval in advance in u

genherdl meeting.
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SHARE OPTION SCHEME (continued)

An optfion may be exercised in accordaunce with the tferms of the Scheme dt any fime during the
option period ufter the option hus been yranted by the Bourd. The option period, during which dan
option may be exercised, is determined by the Board or the Committee, but may hot be later than
ten years after the date of the grant of the option. According to the Scheme, there is ho provision
requiring g minimum holdinyg period before un option mMauy be exercised. A hominul consideration
of HKS1 is puydble on dcceptance of the grant of an option under the Scheme.

The exercise price will be determined by the Bourd or the Committee, but may not be less than the
higher of (i) the closing price of the shares on the GEM of the Stock Exchange oh the date of the
options grunted; (ii) the average of the closing prices of the shares on the GEM of the Stock
Exchunyge for the five frading duys immediately preceding the dute of the options yrunted; und
(i) the nominal value of the shares.

No shure options hud beeh granted under the Scheme as at 31 March 2004 (2003: Nil) or up to the
date of upprovul of these finunciul statements. As at the date of approvul of these finuncial
statements, 30,000,000 shares are available for issue under the Scheme, representing 10% of the
issued share cupital of the Company at that date.

Share options do hot confer rights on the holders to dividends or to vote at shareholders” meetings.

RESERVES
Movements of reserves of the Group und Compuny are set out under the statement of changes in
eqyuity.

The cupital reserve of the Group represents (i) the difference between the aggregate hominal
value of the share capital of the subsidiaries acqyuired by the Company and the hominal value of
the share capital of the Company issued us consideration in exchange thereof pursuant to the
Group Reorganisation; and (ii) the premium arising from the issue of shares by PLL in settflement of
the loans from the former shareholders of a subsidiary.

The cuapital reserve of the Compuny represents the excess of the then consolidated net ussets of
the subsidiaries ucquired pursuant to the Group Reorguhisation over the hominal value of the
Company’s shares issued in exchange thereof. Under the Compuanies Law of the Cayman Islands,
the capital reserve muy be distributuble to the shareholders of the Compuany, provided that
immediutely following the duate on which the dividend is proposed to be distributed, the Company
will be in u position to pay off its debts us und when they full due in the ordinury course of
business.
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YA Notes to Finunciul Statements

31 Murch 2004

25.

26.

27.

CONTINGENT LIABILITIES

At the balunce sheet dute, contingent liubilities not provided for in the financiul statements were

us follows:
Company
2004 2003
HK$ HKS
Guurantee provided to u subsidiary company for its
utilized banking facilities at the balunce sheet dute 6,952,528 -

OPERATING LEASE ARRANGEMENTS

The Group leuses its office premises und u director’s quarters under operating leuse urrangements,

with leuses heyotiuted for terms ranging from one to two yeurs.

At 31 Muarch 2004, the Group had ftotal future minimum ledse payments under honh-cancellable

operdting leuses fulling due us follows:

Group
2004 2003
HK$ HKS
Within one yeur 472,500 634,468
In the second to fifth yeurs, inclusive 420,000 52,500
892,500 686,968

APPROVAL OF THE FINANCIAL STATEMENTS

The financial statements were dpproved and authorised for issue by the board of directors on 24

June 2004.

MP Logistics International Holdings Limited



