Hung Fung Group Holdings Limited


The Stock Exchange of Hong Kong Limited takes no responsibility for the contents of this announcement, makes no representation as to its accuracy or completeness and expressly disclaims any liability whatsoever for any loss howsoever arising from or in reliance upon the whole or any part of the contents of this announcement.

[image: image1.jpg]



Hung Fung Group Holdings Limited
(Incorporated in Bermuda with limited liability)

Announcement

This announcement is made at the request of the Stock Exchange for the purpose of clarifying the recent fluctuations in the price of the shares of the Company ("Shares") and the recent press reports in relation to Mr. Chan Chun Hung ("Mr. Chan"), the ex-chairman of the Company.

In response to the press announcement of ICAC and related newspaper reports on 10 October 2000 regarding his alleged involvement in a HK$90 million credit and bribes scam, Mr. Chan confirmed to the new board of directors consisting of Mr. Tam Sun Wing ("Mr. Tam"), Mr. Ho Sun Fung, Allan ("Mr. Ho"), Ms. Wu Ching Yan, Stina ("Ms Wu") and the 2 independent non-executive directors of the Company (namely, Mr. Au Son Yiu and Mr. Goh Gen Cheung) (the "New Board") that the Company and its subsidiaries have never received nor obtained monies, assets or credit facilities by illegal means, and that the latest available unaudited consolidated management accounts of the Group reveal that the Group still sustains a profitable operation. It is the Company's intention and determination that the Company will continue to comply with all Hong Kong laws and applicable rules and regulations.

As stated in the announcement of the Company dated 14 October 2000, three independent persons were appointed new executive directors of the Company with effect from 11 October 2000 and the three executive directors of the Company resigned on 11 October 2000.

At the request of the Company, trading in the shares of the Company was suspended with effect from 10:00 a.m. on 9 October 2000 pending release of this announcement. An application has been made for resumption of trading of the shares with effect from 10:00 a.m. on 17 October 2000.
This announcement is made at the request of the Stock Exchange for the purpose of clarifying the recent fluctuations in the price of the Shares and the recent press reports in relation to Mr. Chan.

PRICE FLUCTUATION

The New Board has noted the recent fluctuations in the price of the Shares and wishes to state that the Independent Commission Against Corruption ("ICAC") has lodged an investigation on Mr. Chan. Detailed steps taken by the old board of directors and the New Board in response to the investigation, the subsequent press announcement of the ICAC and related newspaper reports (as referred to below) are set out in the following sections.

In addition, save as discussed herein, the New Board confirms that there are no negotiations or agreements relating to intended acquisitions or realizations which are discloseable under paragraph 3 of the Listing Agreement, nor is the New Board aware of any matter discloseable under the general obligation imposed by paragraph 2 of the Listing Agreement, which is or may be of a price sensitive nature. The New Board is also not aware of any substantial shareholders or directors of the Company pledging any of their Shares or dealing in any of their Shares in the ten trading days before the suspension of trading of the Shares on 9 October 2000 except the following:

(a)  Mr. Chan pledged 762,840,000 Shares in favour of Shenyin Wanguo Securities (HK) Ltd. and 300,000,000 Shares in favour of Hantec Finance Ltd. during the period between 21 September 2000 and 5 October 2000 and none of the said pledged Shares has been sold by the respective pledgees; and

(b)  Ms. Wong Wan Kuen ("Ms. Wong"), a former executive director of the Company, sold 5,200,000 Shares on 5 October 2000 at an average price of approximately HK$0.025 per Share.

As at the date of this announcement, Mr. Chan is the ultimate controlling shareholder of the Company and is, together with his wife, beneficially holding 1,559,820,000 Shares which represent approximately 62.8% of the total issued share capital of the Company.

NEWSPAPER REPORTS

The New Board noted from the press announcement of ICAC and related newspaper reports (the "Reports") on 10 October 2000 that the ICAC had arrested Mr. Chan for his alleged involvement in a scam over the obtaining by four shell companies (the "Alleged Four Companies") during April 1999 to December 1999 (the "Relevant Period") of credit facilities totalling HK$90 million (the "Alleged Facilities") by offering advantages to a former manager of a bank and that the monies of the Alleged Facilities (the "Alleged Monies") have been withdrawn from the Alleged Four Companies and injected into the subsidiaries of the Company (the "Allegations").

So far as the New Board is aware, Mr. Chan had been arrested but no charge has yet been laid against him. Mr. Chan has confirmed to the New Board that the Group have not received or obtained monies, assets or credit facilities by illegal means, and that the latest available unaudited consolidated management accounts of the Group reveal that the Group still sustains a profitable operation.

The New Board is aware that suspicious transactions are alleged to have taken place between the Alleged Four Companies and the Group. However, the New Board does not have details regarding the identity and ownership of the Alleged Four Companies and therefore cannot verify whether any monies received by the Group came from any of the Alleged Four Companies and in any event cannot verify whether any Alleged Monies actually came from any Alleged Facilities granted to the Alleged Four Companies.

The audited consolidated accounts of the Group for the year ended 31 March 2000 (the "Audited Accounts") as shown in the annual report of the Company published on 28 August 2000 have incorporated the results of the Group during 1 April 1999 to 31 March 2000 which already covers the Relevant Period. The New Board considers that there is at this stage insufficient evidence on the basis of which it is necessary to make an enquiry on the accuracy of the Audited Accounts. Nonetheless, should the New Board subsequently have concrete evidence to query the accuracy of the Audited Accounts, the New Board would consider engaging independent auditors to conduct a special investigation into and a review of the books and records of the Group for reporting to the New Board as to whether any monies from suspicious transactions or sources had ever been injected into the Group at all and the effect thereof (if any) on the financial position of the Group.

For information and reference only, extracts of the latest available unaudited consolidated management accounts of the Group for the period from 1 April 2000 to 31 July 2000 (the "Management Accounts") (with comparative figures for the corresponding period in the last year and the figures for the results of the Group for the last financial year as shown in the Audited Accounts) are set out below:


Management Accounts 4-month period from 1/4/2000 to 31/7/2000 
Management Accounts 4-month period from 1/4/1999 to 31/7/1999 
Audited Accounts 12-month period from 1/4/1999 to 31/3/2000


(Unaudited) 
(Unaudited) 
(Audited) 


HKD'000 
HKD'000 
HKD'000 






Turnover 
84,451 
91,523 
290,600 

Profit before Tax 
2,458 
11,926 
30,286

Non-Current Assets 
232,740 
137,368 
204,948 

Current Assets




Inventories 
21,495 
31,920 
24,631 

Accounts Receivable 
77,471 
96,211 
99,511 

Cash and Bank 
66,067 
32,203 
63,462 

Current Liabilities




Bank Loans and Finance Lease 
105,422 
47,934 
59,019 

Accounts Payable 
49,016 
55,891 
60,352 

Non-Current Liabilities




Long Term Bank Loans 
4,510 
34,305 
37,774 

Long Term Finance Lease


 

Payable 
1,080 
811 
2,396 

Deferred Tax 
4,300 
2,000 
4,300

It is the Company's intention and determination that the Company will continue to comply with all Hong Kong laws and applicable rules and regulations. As set out in the sections below, the New Board does not believe the said investigation by ICAC and the arrest of Mr. Chan will have any significant impact on the operations of the business of the Group.

CHANGE IN DIRECTORSHIP

Appointment of new directors

As stated in the announcement of the Company dated 14 October 2000, the old board of directors consisting of Mr. Chan, his wife, Ms. Wong Kin Ching ("Mrs. Chan"), Ms. Wong and the 2 independent non-executive directors of the Company (the "Old Board") is pleased to announce that in order to introduce professional people into the board of the Company and to establish a new board independent of the existing executive directors to manage and control the Company, Mr. Tam, Mr. Ho and Ms. Wu were appointed as executive directors of the Company with effect from 11 October 2000. The new directors were nominated by Mr. Chan who was the only executive director available to attend the board meeting with the two independent non-executive directors of the Company at which the new directors were appointed.

All the new directors are independent of and not connected with any of the substantial shareholders, directors in Old Board or chief executive of the Company or its subsidiaries and their respective associates (as defined in the Listing Rules). Mr. Tam will also be the new chairman of the Company and work full time in managing its business with Mr. Ho being also the new secretary of the Company and working full time.

Mr. Tam is a professional accountant having a total of 18 years of audit and business advisory experience of which 10 years were with international and local accounting firms, and he has been in private practice for another 8 years. He has extensive experience in providing corporate advisory service and conducting audits of listed companies and other companies in the business of toy manufacturing and trading, electronics, property development, securities, insurance and retailing.

Mr. Ho is a professional accountant having 10 years of experience in the field of audit, company secretary and receivership. He was the company secretary and consultant of a number of listed companies in Hong Kong. Besides professional accounting and company secretarial experience, he has practical experience in the operation and management of trading and retail businesses.

Ms. Wu is currently the accounting manager of the Company and has served the Company for 6 years. She also has knowledge and hand-on experience in the shipping and purchasing functions of the Group and is well familiar with the internal structure, working environment and normal operation of the Group.

Resignation of directors

Pending clarification of the Allegations, Mr. Chan and Mrs. Chan have agreed to resign from directorship of the Company. As Ms. Wong, another former executive director of the Company, has also been invited to assist the ICAC in the investigation, she has also agreed to resign from directorship of the Company.

Accordingly, the New Board wishes to announce that:

(a) 
Mr. Chan resigned as the chairman and executive director of the Company;

(b) 
Mrs. Chan resigned as the vice-chairman and executive director of the Company; and

(c) 
Ms. Wong resigned as the executive director of the Company,

all with effect from 11 October 2000. The New Board extends its appreciation to the resigning directors for their past contribution to the Company.

After the reorganisation of the board of the Company, there are in total 3 executive directors and 2 independent non-executive directors in the Company. The 2 independent non-executive directors of the Company have, immediately after the suspension of trading of Shares from 9 October 2000 and after reading the Reports, called a special audit committee meeting with the external auditors of the Company and have attended all subsequent meetings of the board of directors of the Company at which they have provided suggestions and advice to the resigning and new directors of the Company for the purpose of ensuring that the assets of the Company can be safeguarded and the normal operation of the Company can be maintained.

OPERATION OF THE COMPANY

The New Board having professional accounting and corporate advisory experience and experience in the operation of retail and toy business will strengthen the internal control and management systems of the Company. Senior and key personnel of various departments of the Company including without limitation the human resources, purchasing, production and sales departments of the Company remain in office and the various departments and the factories in China are all performing and functioning as usual.

The New Board will, at appropriate times, appoint additional senior and qualified personnel experienced in the toy manufacturing and trading business to join the management team of the Company to further develop and strengthen the professional management control of the operation of the Company.

Further, Mr. Chan and Ms. Wong confirm that should they receive any invitation from the New Board, they would agree to act as consultants to the Company and to assist the New Board in ensuring a smooth handover of management and control from the resigning Old Board to the New Board. In the light of the above, the New Board considers that the normal operation and long term development of the Company will not be affected by the change of the executive directors.

SUSPENSION OF TRADING OF SHARES

At the request of the Company, trading in the Shares was suspended with effect from 10:00 a.m. on 9 October 2000 pending release of this announcement. An application has been made for resumption of trading of the Shares with effect from 10:00 a.m. on 17 October 2000.

Investors are strongly advised to exercise caution when dealing in the Shares of the Company. Further announcement will be made on the progress of the case.


By Order of the Board of


HUNG FUNG GROUP HOLDINGS LIMITED


Mr. Tam Sun Wing


Chairman

Hong Kong, 16 October 2000

Please also refer to the published version of this announcement in the (Hong Kong iMail)
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