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For the year ended 31 March 2003, the Group recorded a loss of  approximately HK$298.2
mil l ion, as compared with a loss of approximately HK$47.2 mil l ion for the last f inancial year.
The turnover of the Group declined by 37.8% from approximately HK$69.3 mil l ion last year to
approximately HK$43.1 mil l ion this year.

Faced with the combinat ion of  the cont inuing expans ion of  f re ight  forwarding serv ices in
Yantian, and the increasing trend of direct shipment from mainland ports to overseas destinations,
the Group is entering a critical phase in its freight forwarding business. To contain the negative
impact of these unfavourable factors, the Group intends to diversify its business, explore overseas
markets, and enhance its competit iveness by cost-cutt ing and streamlining its operat ions.

REVIEW OF OPERATIONS
Freight Forwarding and Vessel Operating Common Carrier Services
For the year ended 31 March 2003, the results of the freight forwarding and vessel operating
common carr ier services were an improvement over those of last year. Pr incipal ly because of
the competitive loading charges offered by freight forwarding operators in Shekou and Yantian,
which intens i f ied the a l ready t ight compet i t ion in the region, turnover decl ined by 12.5%
from approximately HK$28.8 mil l ion last year to approximately HK$25.2 mil l ion this year.

Despite the decl ine in turnover, however, the Group was able to recover from an operat ing
loss of approximately HK$9.6 mil l ion last year to an operating profit of approximately HK$1.7
mil l ion this year.  The management’s  ear l ier ef forts to cut costs and improve eff ic iency were
bearing results.

Operation of Container Depots and Logistics Management Services
During the year, the Group disposed of its 40% equity interest in United Asia Terminal Holdings
Limited, result ing in a loss of about HK$12.8 mil l ion in this disposal.

Because the Container Depot in Shanghai was undergoing extensive maintenance work, the
reduction of usable area for operat ional use had contr ibuted to a fal l  in turnover in the f i rst
half of the f inancial year. The overal l  turnover sl ightly decreased by 1.3% from approximately
HK$18.2 million last year to approximately HK$17.9 million this year. The operating loss widened
from approximately HK$1.3 mil l ion last year to approximately HK$4.7 mil l ion this year.

Due to the favourable factor of the reduction in tol l  and measures taken by the management
to strengthen the costs control, it was optimistic that the operation results would be improved.
Based on the fact that there was a significant growth in the market, the directors were confident
in maintaining the market share and expected a steady growth in turnover.
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REVIEW OF OPERATIONS (Continued)
Provision of Satellite and Internet Support to Long Distance Education
for Pharmacists and Continuing Medical Education in the PRC
Oriental Express Development Limited (“OEDL”) was init ial ly expected to commence operation
in the second hal f  of  2002. OEDL is  pr inc ipal ly  engaged in the bus iness of  provid ing long
distance professional education services for pharmacists through satel l i te and internet in the
PRC.

Apart from OEDL, the Group also acquired 45% equity interests of Independent Islands Limited
(“ I IL”)  on 17 January 2002. I IL was a company mainly engaged in the provis ion of technical
supporting services to the continuing education for practit ioners amongst the medical sector,
village doctor education, standardised training for in-patients’ doctors, and full-subject education
for doctors, as wel l  as on-the- job cert i f icat ion training by way of distant learning through a
satel l i te and computer network in the PRC.

As the new management has no expert ise in the business of satel l i te, computer and internet
networks, no further f inancial resources wil l  be injected into these projects. The unamortised
goodwil l  and the amounts due from these associates were considered impaired, result ing in
impairment losses recognised in relat ion to associates of approximately HK$190.4 mil l ion.

EMPLOYEES AND REMUNERATION POLICY
2003 2002

No. of staff No. of staff

Hong Kong 16 43
The PRC 212 275

Total 228 318

As at  31 March 2003, the Group employed approximate ly 228 staf f  wi th approximate ly 16
staff in Hong Kong and 212 staff in the PRC. The Group continues to review the remuneration
packages of employees with reference to the level and composition of pay, the general market
condition and individual performance. Staff benefits include contribution to Mandatory Provident
Fund Scheme and discretionary bonus, share option scheme, medical allowance and hospitalization
scheme and housing al lowance.
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LIQUIDITY AND FINANCIAL RESOURCES
During the f inancial  year ended 31 March 2003, the Group had been funding i ts  operat ion
entirely by shareholders’ equity and cash generated from operations. The Group did not have
any secured or unsecured debt as at the year end date. Total non-current assets of the Group
and total current assets as at 31 March 2003 were approximately HK$75.0 mill ion and HK$13.5
million which were mainly financed by total current liabilities and shareholders’ equity of approximately
HK$45.5 mil l ion and HK$44.7 mil l ion respect ively.

With the cash to be generated from the Group’s operations in its ordinary course of business,
coupled with the net proceeds from the Rights Issue mentioned under the heading of Capital
Structure below, the directors expected that the Group wil l have suff icient working capital for
i ts operat ions in the coming year.

Since the Group’s core operations were in the PRC, it was expected that the Group had limited
exposure to f luctuations in exchange rates.

CAPITAL STRUCTURE
There had been no change in the share capital structure of the Company for the year ended
31 March 2003.

The decrease in shareholders’  equity was mainly due to:
(1) the operat ing loss of approximately HK$32.0 mil l ion;
(2) amort isat ion of goodwil l  of approximately HK$19.5 mil l ion;
(3) impairment losses recognised in relation to associates of approximately HK$190.4 mil l ion;
(4) provis ion for loan receivables of approximately HK$13.5 mil l ion;
(5) provision for deposits paid for potential investments of approximately HK$27.2 million; and
(6) loss on disposals of part ial  interest in a subsidiary of approximately HK$12.8 mil l ion.

Subsequent to the f inancia l  year end, a specia l  resolut ion was passed in a specia l  genera l
meeting of the Company held on 9 July 2003 (“SGM”) pursuant to which the paid up capital
of  the Company was reduced f rom HK$0.10 per  share to HK$0.0001 per  share ( “Reduced
Share”) by the cancellation of HK$0.0999 of the paid up capital on each issued share (“Capital
Reduction”). As a result of the Capital Reduction and based upon the number of issued shares
of the Company as at 9 July 2003, an amount of approximately HK$152,001,977.37 from the
share capital account of the Company was cancel led and credited to the contr ibuted surplus
account of the Company and was applied in el iminating part of the accumulated losses of the
Company. Upon the Capital Reduction taking effect, every 10 Reduced Shares were consolidated
into one share of HK$0.001 each (“New Share”) effective on 10 July 2003 (“Share Consolidation”).
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CAPITAL STRUCTURE (Continued)
Pursuant to an ordinary resolution passed in the SGM, 152,154,131 New Shares wil l be issued
by way of r ights issue (“R ights Issue”)  on the bas is  of  one r ights share for every New Share
held at an issue price of HK$0.30 per share. The estimated net proceeds wil l be approximately
HK$44 mil l ion. Subject to al l the condit ions of the Rights Issue being fulf i l led, the Rights Issue
wil l  become uncondit ional on 5 August 2003.

As at 31 March 2003, the Company had outstanding warrants in the amount of HK$117,000,000.
As a resul t  of  the Share Consol idat ion and R ights  I ssue ment ioned above, the subscr ipt ion
price had been changed from HK$0.50 to HK$3.79 per share.

CHARGES ON ASSETS
None of the assets were pledged as at the year end date. Subsequently on 27 May 2003, 60%
of the Group’s equity interest in United Asia Terminal Holdings Limited, one of the Company’s
indirect subsidiar ies, was pledged to secure a loan of HK$10 mil l ion granted to the Group.

CONTINGENT LIABILITIES
Detai ls of contingent l iabi l i t ies of the Group at the balance sheet date are set out in note 28
to the f inancial statements.

PROSPECTS
There was a change in the composit ion of the board in May 2003 as a result of the change in
the substant ia l  shareholder of  the Company. The new board has s ince been rev iewing the
operat ion of the Group.

As the world economy recovers from the war in Iraq, and Hong Kong from SARS, the management
wil l  str ive to explore new investment opportunit ies. At the same t ime, the Group wil l  pers ist
with i ts  pol icy of enhancement of competi t iveness through cost -cutt ing, better al locat ion of
resources and streamling of operat ion.

By Order of the board
Wong Ching Ping, Alex

Chairman

Hong Kong, 24 July 2003


