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We are more than happy to inform you that YHK wholly-owned freight forwarding
company namely, Yusen Air & Sea Service (Guangdong) Ltd | 2R M [ fr 57 i { SRR A PR 4
@] will be commenced for operations as from June 1, 2006.

In the fourth quarter of last year, the Management decided to make use of CEPA policy
(the Closer Economic Co-operation Partnership Arrangement signed between HKG SAR
Government and Mainland China Government) to invest its own subsidiary company in
China. With several internal discussions, the Management concluded that Guangzhou
should be our first set-up point. The major difference between our Guangzhou set-up and
our other Shanghai/Peking set-up is that our Guangzhou set-up is our wholly-owned
invested subsidiary company without any joint-venture arrangement with Chinese partner.

In December 21, 2005, our application was approved by the Commissioner of Foreign
Trade & Economic Co-operations (COFTEC) under an official document no. B4 2 ¥ &£
(2005)747. After a series of application formality, we acquired the business operating
license on March 29, 2006. In last month, we injected the paid-up capital of USD 1.00
million into our new Company.

The main reason why we go for a new Company to replace our existing IV company
namely, Yusen Shanda Air & Sea Service (Shanghai) Ltd, Guangzhou Branch is that a
branch company is not a legal entity in China law. It get a lot of restrictions in business
operations and it can't be branched out further. Since Guangzhou is the major gateway in
S. China. We believe that an independent legal entity company is necessary to cater for
our future business development.

All existing business transactions pertaining to our JV company namely, Yusen Shenda Air
& Sea Service (Shanghai) Ltd, Guangzhou branch will be transferred to the new Company
for operations. However, Yusen Shenda Company, Guangzhou branch will still be kept for
its role with limited functions. The Management decided that all our existing data entry
activities being taken care by YCN/CAN representative office will be transferred to Yusen
Shenda company, Guangzhou branch for operations.
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The scopes of business of the new company will include, air freight forwarding, NVOCC,
break bulk agency management as well as domestic storage business. The new Company
has its own airport office as well as two logistics hubs located in Huangpu and Huadu.

The Company will also set up its branch company in Shenzhen under the name of Yusen
Air & Sea Service (Guangdong) Ltd, (/" RIEAIEEFEREMEERAE, w4 46).
Application formality is now under processing. It is expected that the Shenzhen branch
company can be opened on/about September/October 2006.

With the support of Yusen Hong Kong, the Management believe that Guangzhou company
and its branch in Shenzhen (to be opened ) will provide an intensive business coverage
for YUSEN not only in Guangdong province but in South China area.

For and on behalf of
Yusen Air & Sea Service (HK) Ltd
Yusen Air & Sea Service ( Guangdong) Ltd
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