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Hung Fung Group Holdings Limited

(Incorporated in Bermuda with limited liability)

ANNOUNCEMENT OF RESULTS
FOR THE YEAR ENDED 31 MARCH 2001

The Board of Directors (the "Board") of Hung Fung Group Holdings Limited (the "Company") herein announces the audited consolidated results of the Company and its subsidiaries (the "Group") for the year ended 31 March 2001 together with comparative figures for the previous year as follows:


Notes
2001

2000


HK$'000

HK$'000

TURNOVER
2
202,682

290,600

Cost of sales

(209,240
)
(226,428
)

Gross profit/(loss)

(6,558
)
64,172

Other income

772

2,217

Selling and distribution costs

(2,032
)
(2,172
)

Administrative expenses

(31,158
)
(26,347
)

Other operating expenses

(231,018
)
-

PROFIT/(LOSS) FROM 
OPERATING ACTIVITIES
3
(269,994
)
37,870

Finance costs

(13,695
)
(7,584
)

PROFIT/(LOSS) BEFORE TAX

(283,689
)
30,286

Tax
4
4,354

(4,091
)

NET PROFIT/(LOSS) FROM ORDINARY ACTIVITIES 

  ATTRIBUTABLE TO SHAREHOLDERS

(279,335
)
26,195

EARNINGS/(LOSS) PER SHARE
6
  Basic

HK(11.25 cents)

HK1.18 cents

  Diluted

-

HK1.12 cents

Notes:

1.
Basis of Presentation of Financial Statements

The Group's financial statements for the year ended 31 March 2001 have been prepared on the following bases:

(i)
Going concern

At 31 March 2001, the Group had net current liabilities of approximately HK$182,832,000. The Group also incurred a net loss from ordinary activities attributable to shareholders of approximately HK$279,335,000 and reported a significant cash outflow from operating activities of HK$80,086,000 for the year ended 31 March 2001.

Although the directors have been undertaking a number of measures with a view to improving the Group's liquidity and restore its operations to profitability, the Group continues to experience financial difficulties and currently has no unutilised banking facilities available to support its normal operational requirements. The Group also has had difficulty in repaying short term bank loans on time. As at the date of this report, certain suppliers and bankers of the Group have filed writs of summons to demand for the repayment of the amounts due by the Group and petition for the winding-up of certain of the Group companies. Accordingly, the amounts due to banks and other financial institutions have been reclassified as current liabilities.

Having regard to this background, in order to strengthen the capital base of the Group and to improve the Group's financial position, immediate liquidity, cash flows, profitability and otherwise to sustain the Group as a going concern, the directors have adopted the following measures:

(a)
the directors are considering various alternatives to strengthen the capital base of the Company through various fund-raising exercises, including, but not limited to, private placements. In this regard, the directors have been in active negotiations with potential investors for the purpose of seeking capital injections into the Group. On 7 December 2000, Mr. Charles Lo, a then independent third party and potential investor, was appointed as a director and the new chairman of the Group. Up to the date of this report, Mr. Charles Lo had advanced approximately HK$4,000,000 to the Group;

(b)
the directors are in active negotiations with the Group's bankers, the parties which have provided the Group with the loans, and other creditors, with a view to proposing a standstill  arrangement and to reschedule the repayment terms of certain of the Group's outstanding borrowings and to seek their ongoing support; the possibility of entering into a debt hair cut agreement is also under active discussions; and

(c)
the directors have taken actions to tighten cost controls over factory overheads and various administrative expenses and the activities of the Group have been significantly scaled down.

In the opinion of the directors, in light of the measures taken to date, together with the expected results, the Group will have sufficient working capital for its current operational requirements and it is expected that the Group will ultimately return to a commercially viable concern notwithstanding the Group's financial position and tight cash flows as at 31 March 2001 and the date on which these financial statements were approved. However, the directors anticipate that it may take some considerable time to successfully implement their plans.

Should the Group be unable to continue as a going concern, adjustments would have to be made to restate the values of assets to their recoverable amounts, to provide for any further liabilities which might arise and to reclassify non-current assets and liabilities as current assets and liabilities, respectively. The effects of these adjustments have not been reflected in the financial statements.

(ii)
Available books and records

The financial statements have been prepared based on the books and records maintained by the Company and its subsidiaries. However, due to significant staff and management turnover during the year, especially that in the accounting and finance department, there have been significant breakdowns in internal controls particularly from October 2000 when an investigation of Independent Commissioner Against Corruption ("ICAC") into the conduct of the then chairman and major shareholder of the Company was revealed in the press. The directors understand that there is an ongoing investigation into this case. However, due to the relocation of the Group's accounting department from Hong Kong to the People's Republic of China (the "PRC") and a riot in the Group's PRC factory in October 2000, certain underlying books and records of certain of the Company's subsidiaries were either lost, or can no longer be located. In addition, as a result of the breakdown in internal accounting controls and the loss of certain books and records, the effects of certain transactions of the Group as reflected in the financial statements prior to January 2001 cannot be satisfactorily substantiated or otherwise supported, in particular:

(a)
Certain records substantiating a number of transactions via a bank saving account including cash receipts of approximately HK$28,269,000 received from the Group's customers during the year, which in addition to the balance of the bank saving account brought forward of approximately HK$60,830,000, were subsequently utilised as to: cash payments to the Group's suppliers and subcontractors of approximately HK$71,431,000; cash payments of purchase deposits of approximately HK$4,635,000; cash payments for purchases of fixed assets of approximately HK$9,116,000; cash advances to a company of approximately HK$3,189,000; and other expenses settled in cash of approximately HK$728,000 in total. All documentation of these transactions conducted via the savings account prior to January 2001 were either lost, or could not otherwise be accounted for; and

(b)
Certain records substantiating the following items including the transactions summarized in (a) above were either lost, or could not otherwise be accounted for:

(i)
purchases of approximately HK$159,001,000 for the period from 1 April 2000 to 31 December 2000;

(ii)
turnover of approximately HK$195,578,000 and the corresponding accounts receivable of approximately HK$117,781,000;

(iii)
deposits made to certain suppliers of approximately HK$4,635,000;

(iv)
an advance made to a company of approximately HK$5,177,000 which included a cash payment of approximately HK$3,189,000 via the saving accounts as noted in (a) above;

(v)
inventories held in custody by a company of approximately HK$11,791,000.

As the directors consider that the probability of recovering the receivables and inventories stated in (ii) to (v) above is remote, a full provision had been made against the respective amounts.

In addition to the above, the books and records in respect of the Group's turnover, costs of sales, certain expenses and related tax charges were incomplete and although the directors consider that based on their knowledge they have made accruals and provision for all liabilities based on such books and records as available, they, cannot be certain as to whether all the liabilities of the Group have been recorded.

All the existing directors were appointed in December 2000, except Mr. Chan Chun Hong, Thomas who was appointed in October 2000 and Mr. Yu Wai Man who was appointed in April 2001. The financial Statement have been prepared based on the books and records maintained by the Company and its subsidiaries. However, in view of the aforesaid breakdown in internal control of the Group, no representations as to the completeness of the books and records of the Group during the period from 1 April 2000 to 31 December 2000 could be given by the existing Directors although care has been taken in the preparation of the financial statement to mitigate the effects of the incomplete records. The Directors are unable to represent that all transactions entered into in the name of the Company and its subsidiaries during the period from 1 April 2000 to 31 December 2000 have been included in the financial statement. Notwithstanding the foregoing, the Directors have in the assessment of the Group's assets and liabilities taken such steps as they considered practicable to establish these assets and liabilities based on the information of which they were aware and have made provisions and adjustments as they considered appropriate in the preparation of the financial statement.

2
Turnover

Turnover represents the invoiced value of goods sold, net of discounts and returns.

An analysis of the Group's turnover and contribution to profit/(loss) from operating activities by principal activities and geographical area of operations for the year is as follows:


2001
2000


Turnover

Contribution

Turnover

Contribution


HK$'000

HK$'000

HK$'000

HK$'000

By principal activity:

  Manufacture and sale of:

    Ride-on cars
53,669

(39,287
)
160,086

20,890

    Bicycles and tricycles
59,624

(40,461
)
87,155

11,491

    Stuffed toys
9,805

(8,952
)
22,274

2,908

    Pre-school toys
11,130

(9,679
)
21,085

2,581

    Scooter
68,454

(89,847
)
-

-

    Others
-

(81,768
)
-

-


202,682

(269,994
)
290,600

37,870

Others represented a contribution to loss from operating activities attributable to provisions, which are not directly arising from different segments of the Group's principal activities, including certain provisions for other receivables, provisions for impairment of fixed assets, provisions against advances to a company, provisions against deposits made to certain suppliers, provisions for potential claim as detailed in note 2 below:

By geographical area:

  North America - United 

    States of America
52,546

(38,149
)
163,257

21,320

  Europe
36,231

(16,971
)
50,167

6,509

  Central and South America
25,963

(20,353
)
35,396

4,625

  The Asia Pacific Region
77,705

(185,172
)
21,157

2,726

  The Middle East
9,468

(8,454
)
18,607

2,433

  Others
769

(895
)
2,016

257


202,682

(269,994
)
290,600

37,870

3
Profit/(loss) from operating activities

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


2001

2000


HK$'000

HK$'000

Cost of inventories sold
209,240

226,428

Depreciation:

  Owned fixed assets
15,583

16,785

  Leased fixed assets
2,390

1,168

Other operating expenses:

  Provision for bad and doubtful debts

    Accounts receivable
117,781

-

    Other receivables
6,734

-


124,515

-

  Provisions for impairment of fixed assets
54,981

-

  Provisions against advances to a company
5,177

-

  Provisions against deposits made to certain suppliers
4,635

-

  Provisions for unrecoverable inventories held by a company
11,791

-

  Revaluation deficit on land and buildings
3,073

-

  Provisions for inventories
6,615

-

  Provisions for potential claim
18,000

-

  Loss on disposal of fixed assets
2,231

-

4
Tax

Hong Kong profits tax has not been provided because there were no assessable profits arising in Hong Kong during the year. For the year ended 31 March 2000, Hong Kong profits tax was provided at the rate of 16% on the estimated assessable profits arising in Hong Kong during that year.


Group


2001

2000


HK$'000

HK$'000

Hong Kong

  Current year provision
-

1,791

  Overprovision in prior year
(54
)
-

  Deferred tax
(4,300
)
2,300

Tax charge/(credit) for the year
(4,354
)
4,091

5
Final dividend

The directors do not recommend the payment of any dividend for the year ended 31 March 2001 (2000: NIL).

6
Earnings/(loss) per share

The calculation of basic earnings/(loss) per share is based on the net loss from ordinary activities attributable to shareholders for the year of HK$279,335,000 (2000: Profit of HK$26,195,000) and the weighted average of 2,483,921,285 (2000: 2,212,655,670) ordinary shares in issue during the year. The earnings per share for the previous year was adjusted to reflect the subdivision of each of the Company's then existing issued and unissued ordinary shares of HK$0.10 each, into ten subdivided shares of HK$0.01 each, which was become unconditional and effective on 6 April 2000.

The diluted loss per share for the year has not been presented because any potential ordinary shares of the Group outstanding during the year had anti-dilutive effect on the basic loss per share for the year.

The calculation of diluted earnings per share for the year ended 31 March 2000 was based on the net profit from ordinary activities attributable to shareholders for the year of HK$26,195,000. The weighted average number of ordinary shares used in the calculation is 2,212,655,670 ordinary shares in issue during the year, as used in the basic earnings per share calculation, and the weighted average of 133,658,529 ordinary shares assumed to have been issued at no consideration on the deemed exercise of all share options and warrants during the year adjusted to reflect the Shares Subdivision.

7.
Contingent liabilities

In December 2000, the Group received a claim from its processing agent for an amount of approximately HK$18.7 million. Since the documents in support of the aforesaid claim has not been properly approved by the board of the Company, the directors are seeking Legal opinion on the said claim. For prudence, the directors have made a provision against the claim as at the balance sheet date.

8.
Pending litigation

As at the date of this report, writs of summons were issued by miscellaneous creditors aggregating approximately HK$5.6 million and banks aggregating approximately HK$16.6 million, together with claims for overall interest thereon in respect of overdue borrowings, rentals, purchases of goods and the provision of services (the "Indebtedness").
The directors are currently negotiating with the parties issuing the writs with a view to restructuring the Group's indebtedness. Full provision has been made in the accounts for all the Group's indebtedness, however, no provision has been made for any interest, penalties, damages and legal costs the Group may incur if it is unsuccessful either in defending the writs or in persuading the issuers to withdraw such pursuant to a debt restructuring.

On 12 May 2001 and 23 May 2001, winding-up petitions were filed by Sin Hua Bank Limited, Hong Kong Branch ("Sin Hua") against Hung Cheong Toys International Limited ("Hung Cheong"), a principal operating subsidiary within the Group and the Company, respectively. The hearing of the petition against Hung Cheong in the High Court of the Hong Kong Special Administrative Region was adjourned to 1 August 2001 while the hearing of the petition against the Company was adjourned to 28 August 2001.

SUMMARY OF AUDITOR'S OPINION

The auditors' report on the Group's accounts for the year ended 31 March 2001contains a disclaimer of opinion because of the following scope limitation:-
1.
SCOPE LIMITATION - FUNDAMENTAL UNCERTAINLY - GOING CONCERN OF THE GROUP

The financial statements have been prepared on a going concern basis. However, the auditors have been unable to obtain from the directors all the information, explanations or other evidence that consider necessary to satisfy themselves that appropriate disclosures have been made in respect of this issue. Accordingly, they have disclaimed their opinion in respect of this issue.

2.
SCOPE LIMITATION - COMPLETENESS OF BOOKS AND RECORDS AND MAINTENANCE OF INTERNAL CONTROL

As set out in the note to the financial statements, there was a significant breakdown in the Group's internal accounting controls. The auditors have not been provided with adequate audit evidence to satisfy ourselves as to the nature, completeness, appropriateness, classification and disclosures in respect of the transactions undertaken by the Group during the year ended 31 March 2001 and the related balances as set out in the notes to the financial statements, in particular, they have been unable to perform any satisfactory procedures to substantiate the sales transactions as set out in note to the financial statements. Accordingly, they have disclaimed their opinion in respect of this issue.

3.
SCOPE LIMITATION - VALUATION OF FIXED ASSETS

In view of the liquidity problems currently faced by the Group, the construction in progress of the Group was put on hold and a full provision has been made against the cost incurred as at 31 March 2001. The auditors concur with this provision on the basis that the Group has no plans to complete the construction, nor does it currently have any business plans for such assets even if they were completed. However, in the current year, the Group has significantly scaled down its production operations in the People's Republic of China (the "PRC"). Having regard to the gross operating loss incurred by the Group for the year ended 31 March 2001, and the uncertainties involved in the Group having sufficient working capital to restore operations in the foreseeable future to a commercially viable level, as explained more fully in note to the financial statements, there is also an uncertainty as to the carrying value of the Group's existing completed fixed assets and an impairment assessment needs to be performed to determine that recoverable amount either from utilisation in future profitable operations, or from their disposal. In the absence of any information from the directors as to their assessment of the carrying value of the fixed assets as a result of the scaling down in production operations and in the absence of any valuation on an open market value basis, the auditors are unable to assess whether the provision for impairment in the value of the fixed assets as at 31 March 2001 currently provided by the Group as disclosed in the note to the financial statements is adequate, but not excessive. Accordingly, they have disclaimed their opinion in respect of this issue. 

4.
SCOPE LIMITATION - POTENTIAL CLAIM

As further explained in note to the financial statements, the Group received a claim and although the ultimate settlement is still in the process of negotiation, the directors have made a substantial provision for the claim. As the auditors have not been provided with sufficient information or explanations to satisfy themselves if the basis of provision is appropriate, the auditors are unable to assess whether the provision made by the Group is adequate, but not excessive. Accordingly, they have disclaimed their opinion in respect of this issue.

5.
FUNDAMENTAL UNCERTAINTY - LEGAL PROCEEDINGS AGAINST THE GROUP

As further detailed in note to the financial statements, there are legal proceedings against the Group including petitions for the liquidation of certain Group companies, principally initiated by various bankers and vendors, the future outcome of which could not be assessed with reasonable certainty at the date of these financial statements. Other than the amounts claimed as summarised in note to the financial statements, no reasonable estimate could be made with regard to any possible additional costs to the Group should the various defending companies be unsuccessful in defending the cases. Such additional costs might include interest, legal costs and consequential damages which the Group may sustain. Also, it is not possible to determine the outcome of the court proceedings to wind up certain Group companies. Although the auditors consider the disclosures made in respect of these matters is adequate, they consider them to be so significant that they have disclaimed our opinion in this respect.

Disclaimer of opinion

Because of the significance of each of (i) the fundamental uncertainty relating to the going concern basis, and (ii) the possible effects of the limitations in evidence available to us as set out in each of paragraphs 1 to 4 in the basis of opinion section of this report, the auditors are unable to form an opinion as to whether the financial statements give a true and fair view of the state of affairs of the Group and of the Company as at 31 March 2001 and of the loss and cash flows of the Group for the year then ended and as to whether the financial statements have been properly prepared in accordance with the disclosure requirements of the Hong Kong Companies Ordinance.

RESULTS

The fiscal year of 2000/2001 was a difficult year for the Group. Since its listing in 1998, the Group experienced a loss for the first time. The net loss attributable to the shareholders for the year was HK$279,335,000which arose mainly from the decline in profit margins and provisions made for trade receivable and inventories resulted from over-expansion of trading business in the first half of the year.

BUSINESS REVIEW

In early 2000, the Group raised HK$12 million by the allotment of its share for the purpose of developing a business to business e-commerce toys platform. It was anticipated that the internet business would provide good prospects and profitability to the Group and the Group has therefore put huge efforts into the establishment of a portal - toysmatch.com operated by Toysmatch.com Limited. In order to attract more interested parties, especially of those from the toys industry, to register as member of toysmatch.com, the Group attempted to enhance its market recognition and reputation within the toys industry by broadening its market share. At that time, the Group believed that this objective could be achieved by certain marketing strategies, namely: by lowering the profit margin to increase the competitiveness of our toys products; by setting up another business stream as of a toys trader on top of a toys manufacturer; and by entering into business activities with other toys suppliers in other areas 

of the PRC - Chao Zhou.

(a)
New Business Stream as a Toys Trader

To establish itself as a toys trader, the Group entered into trading activities including the sourcing of semi-finished or finished toys products such as stuffed toys, bicycles, tricycles, scooters etc. from various suppliers, repacking them under our own brand name and reselling them to wholesalers. The Group had granted credit terms to certain customers, including 3 major PRC customers who were granted particularly favourable terms. They all started their business relationship with the Group since April 2000. Payments have never been made by any of the 3 debtors which amounted to a total of approximately HK$115,891,000 as at 30 September 2000 and a total of approximately HK$117,382,000 as at 31 October 2000. Upon the Group's attempts to collect the outstanding debts from the 3 major PRC debtors, it was found that they had all disappeared and could no longer be located. This inadvertently exposed the Group into a serious financial difficulty.

(b)
 Business Activities with other Toys Suppliers

The Group attempted to enter into business activities with other toys suppliers and in particular, the Group made an arrangement with Chaolian Toys Trading Company Limited ("Chaolian"), a sole proprietorship in Chao Zhou owned by Mr. Lam Man Lung, to deal with other toys suppliers in Chao Zhou by Chaolian on behalf of the Group. By November 2000, the Group had advanced a total sum of HK$5.2 million to Chaolian to financially support its operation, delivered inventories amounting to a total sum of HK$11.8 million to and under the custody of Chaolian and paid deposits to other toys suppliers in the total sum of HK$4.6 million through Chaolian. However, the Group's business relationship with Chaolian ended abruptly in mid-December 2000 when Mr. Lam Man Lung was arrested by the Ogong an' (Public Security Bureau of the PRC) for his involvement in the attempted kidnap of Mr. Chan Chun Hung, the former chairman of the Company and the demand of a ransom. For prudence's sake, a full provision on the advance, inventories left under the custody of Chaolian and the deposits was made.

In October 2000, Mr. Chan Chun Hungwas arrested by the Independent Commissioner Against Corruption (the ICAC) for his alleged involvement in a graft case concerning certain letter of credit transactions entered into between the Group and four private companies during the period from April 1999 to December 1999. As far as the directors are aware, no charge has been laid against Mr. Chan. However, due to the wide publicity of this incident in the press, the reputation of the Group has been severely impaired. All bankers and suppliers either suspended or terminated their credit facilities granted to the Group and some of them also demanded for repayment of all outstanding debts. This made it difficult for the Group to carry on its normal operation with its tight working capital.

In early October 2000, a riot occurred within the PRC factory. and Some of our plant and machinery in the PRC factory were seriously damaged and certain underlying books and records of certain subsidiaries of the Company were lost. As a result, the Group was unable to meet its sales orders as scheduled and some customers had lost confidence in entering into business transactions with the Group. Furthermore, the economic recession in both the USA and Europe has also made an adverse impact on the Group's business. Since October 2000, there had been a significant drop in our turnover from a monthly average of HK$35 million for the first half year to a monthly average of HK$3.5 million for the remaining year. Taking into account the keen competition faced by the Group in the toys industry, profit margins decreased sharply and the overall contribution from toys product was unable to cover its fixed operating costs.

Due to the above underlying factors, the Directors have reservation on the ability of the Group to return to the former levels of production capacity of its PRC factory and sales performance in the short term. By adopting a vigilant and prudent approach, decisions were made not to have further investment towards the expansion of the PRC factory in the near future and a provision of HK$58 million was therefore made for the impairment in value of construction-in-progress and fixed asset.

Due to the all above factors together the worldwide I.T. bubble burst in the third quarter of 2000, the Group therefore decided to discontinue its investment in Toysmatch.com Limited and made a full provision of HK$4.3 million against the receivable from it.

LIQUIDITY AND FINANCIAL POSITION

As at 31 March 2001, the Group had net current liabilities of approximately HK$182,832,000. As at the date of this report, certain suppliers and bankers of the Group had filed writs of summonses demanding for the repayment of the outstanding amounts due by the Group as well as winding-up petitions against the Company and one of its subsidiaries.

In order to strengthen the capital base of the Group and to improve the Group's financial position, the directors have been considering various alternatives to strengthen the capital base of the Company through various fund-raising exercises, including, but not limited to, loans from directors, external borrowings and private placements. In this respect, the directors entered into active negotiations with potential investors for the purpose of seeking capital injections into the Group.

In the meantime, the directors negotiated with the Group's bankers who had provided loans to the Group, trade creditors as well as other creditors, in attempt to reschedule the repayment terms of certain outstanding debts of the Group and to seek their ongoing support. As at the date of this report, although the standstill agreement as well as the debt restructuring agreement with all the relevant parties have not been entered into, negotiations have been undergoing with promising progress.

Furthermore, the directors have also undertaken measures to tighten cost control in respect of the PRC factory overheads and various administrative expenses.

PROSPECTS

There has been a significant change in the composition of the board of directors of the Company. All of the directors presently in office were appointed in December 2000 except for Mr. Chan Chun Hong, Thomas who was appointed in late October 2000 and Mr. Yu Wai Man who was appointed in April 2001. All of them are professionals in accounting, financial management, corporate restructuring and have extensive experience in the retail and manufacturing business including the toys industry. Their invaluable professional expertise helps to strengthen the internal control and management of the Group and enables the Group to undergo debt restructuring smoothly and efficiently. The Directors are confident that the retail experience and visions of members of the board in the toys industry will speed up the recovery of the Group.

In order to improve the competitiveness and uniqueness of our products, the Group is now in the course of strengthening its R & D department. Furthermore, the Group recently appointed a well-experienced U.S. sales representative who does not only promote and advertise our toys products in the U.S. market, but also assists the Group in enhancing the design and development of toys products in order to attract more overseas customers, especially in the United States.

Depending on the success of the debt restructuring and fund raising within the Group, the Directors strongly believe that the Group will gradually recover from its trough in the previous financial year.

EMPLOYEES

As of 31 March 2001, the Group employed approximately 920 (2000: 2400) full time employees. Among these, about 900 were based in the PRC and about 20 in Hong Kong.

PURCHASE, SALE OR REDEMPTION OF LISTED SECURITIES

Neither the Company, its holding company, or any of its subsidiaries purchased, sold or redeemed any of the Company's listed securities during the year.

CODE OF BEST PRACTICE

In the opinion of the directors, the Company complied with the Code of Best Practice, as set out in Appendix 14 of the Listing Rules of the Stock Exchange, throughout the year covered by the annual report.

Independent non-executive directors are not appointed for a specific term because all of the directors, excluding the executive Chairman, and without limitation to non-executive directors, are subject to retirement by rotation and re-election at the annual general meeting in accordance with the bye-laws of the Company.

PUBLICATION OF ANNUAL RESULTS ON WEBSITE OF THE STOCK EXCHANGE OF HONG KONG LIMITED

The detailed results containing all the information required by paragraphs 45(1) to 45(3) of Appendix 16 to the Listing Rules will be published on the website of The Stock Exchange of Hong Kong Limited in due course.

By Order of the Board

Lo Ming Chi

Chairman

Hong Kong, 26 July 2001

NOTICE OF ANNUAL GENERAL MEETING

NOTICE IS HEREBY GIVEN that the 2001 Annual General Meeting of the Company will be held at Conference Room, 30/F., Panda Hotel, 3 Tsuen Wah Street, Tsuen Wan, Kowloon, Hong Kong on 24 August, 2001 at 9:00 a.m. for the following purposes:

1.
To receive and consider the audited financial statements and the Reports of the Directors and Auditors for the year ended 31 March 2001;

2.
To determine the maximum number of Directors;

3.
To elect directors and to authorise the board of directors to fix their remuneration;

4.
To appoint auditors and to authorise the board of directors to fix their remuneration;

5.
As special business to consider and, if thought fit, pass the following resolutions as ordinary resolutions:

A.
"THAT:

(a)
subject to paragraph (c), the exercise by the directors of the Company during the Relevant Period of all the powers of the Company to allot, issue and deal with additional shares in the capital of the Company and to make or grant offers, agreements and options which might require the exercise of such power be and is hereby generally and unconditionally approved;

(b)
the approval in paragraph (a) shall authorise the directors of the Company during the Relevant Period to make or grant offers, agreements and options which might require the exercise of such power after the end of the Relevant Period;

(c)
the aggregate nominal amount of share capital allotted or agreed conditionally or unconditionally to be allotted (whether pursuant to an option or otherwise) by the directors of the Company pursuant to the approval in paragraph (a), otherwise than pursuant to a Rights Issue or the exercise of the subscription rights under the share option scheme of the Company, shall not exceed 20 per cent of the aggregate nominal amount of the share capital of the Company in issue as at the date of this resolution and the said approval shall be limited accordingly; and

(d)
for the purposes of this resolution:

"Relevant Period" means the period from the passing of this resolution until whichever is the earlier of:

(i)
the conclusion of the next annual general meeting of the Company;

(ii)
the expiration of the period within which the next annual general meeting of the Company is required by the Bye-laws of the Company or any applicable laws to be held; and

(iii)
the revocation or variation of this resolution by an ordinary resolution of the shareholders of the Company in general meeting; and

"Rights Issue" means an offer of shares open for a period fixed by the directors of the Company to holders of shares on the Register of Members of the Company on a fixed record date in proportion to their then holdings of such shares (subject to such exclusion or other arrangements as the directors of the Company may deem necessary or expedient in relation to fractional entitlements or having regard to and restrictions or obligations under the laws of or the requirements of any recognized regulatory body or any stock exchange in any territory outside Hong Kong)."

B.
"THAT:

(a)
the exercise by the directors of the Company during the Relevant Period of all powers of the Company to purchase its own shares subject to and in accordance with all applicable laws, be and is hereby generally and unconditionally approved;

(b)
the aggregate nominal amount of shares of the Company purchased by the Company pursuant to the approval in paragraph (a) during the Relevant Period shall not exceed 10 per cent of the aggregate nominal amount of the share capital of the Company in issue as at the date of this resolution and the said approval be limited accordingly; and

(c)
for the purposes of this resolution:

"Relevant Period" means the period from the passing of this resolution until whichever is the earlier of:

(i)
the conclusion of the next annual general meeting of the Company;

(ii)
the expiration of the period within which the next annual general meeting of the Company is required by the Bye-laws of the Company or any applicable laws to be held; and 

(iii)
the revocation or variation of this resolution by an ordinary resolution of the shareholders of the Company in general meeting."

C.
"THAT conditional, upon resolution no. 5B above being passed, the aggregate nominal amount of the number of shares in the capital of the Company which are repurchased by the Company under the authority granted to the directors of the Company as mentioned in resolution no. 5B above shall be added to the aggregate nominal amount of share capital that may be allotted or agreed conditionally or unconditionally to be allotted by the directors of the Company pursuant to resolution no. 5A above."

By Order of the Board

Yu Wai Man

Company Secretary

Hong Kong, 26 July 2001

Principal Office:

13/F., H.K. & Macau Building,

156-157 Connaught Road, Central,

Hong Kong
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