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ANALYSIS OF RESULTS

The Group’s consolidated turnover for the year amounted to
approximately HK$39 million, representing an increase of
approximately 41% over that of HK$27.6 million reported last
year. The improved performance mainly derives from the increase
in net sales of the retail business, which also reflects the Group’s
past effort in rationalizing its retail network in the year under
review.

Despite continued adverse trading conditions in Hong Kong, the
gross profit has been maintained at 42% compared to 48% reported
in the previous year.

The Group’s operation sustained operating loss of approximately
HK$11 million for the year, which is mainly attributable to the
increased distribution costs totalling approximately HK$19
million, an increase of approximately HK$7 million compared to
that of last year, as a result of the Group’s strategy in expanding
and rationalizing its retail network. As these newly opened retail
outlets have not achieved economies of scale, the benefits of a
larger retail network have yet to be reaped.

FINANCIAL REVIEW

During the financial year, the Company underwent a capital
restructuring, which effectively reduced the issued share capital
by 80% and partially eliminated the accumulated losses of the
Group by HK$47.8 million. The Group also underwent a debt
restructuring with the Group’s principal bank and creditor through
the issue of bank convertible note and creditor convertible note
to settle part of the then outstanding indebtedness of the Group.

At the same time, the Company issued 800 million new
consolidated shares at HK$0.10 per share to a company controlled
by the major shareholder and raised approximately HK$78.4
million.

Through two private placements, the Company further issued 200
million and 134 million new consolidated shares at HK$0.10 per
share and HK$0.60 per share respectively to independent private
investors and raised approximately HK$97.99 million.

The above mentioned debt and capital restructuring together with
the fund raising exercises not only turn the financial position of
the Group around from a capital deficiency situation into a net
assets position but also provide adequate funding for the Group’'s
new expansion plan.
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LIQUIDITY AND FINANCIAL RESOURCES

The successful implementation of the financial and debt
restructuring of the Group at the start of the financial year
successfully restructured overdue debts of approximately HK$83
million as at 31 March 2001 into long term finance. The
placements of shares, as part of the Group’s financial restructuring
package, provide the Group with working capital and the funding
for future development. Both the debt restructuring and the
injection of cash significantly improved the Group's liquidity
position. The current ratio as at 31 March 2001 was measured at
1.17 times, an improvement of approximately 17 times compared
to 0.07 time last year. Liquidity ratio improved from last year's
0.01 to this year’s 0.88.

As at 31 March 2001, the Group had aggregate banking facilities
of approximately HK$78.6 million of which HK$76 million was
utilised. The unutilised banking facilities together with the Group’s
cash and bank balance, which stood at HK$87.4 million as at 31
March 2001 enable the Group to discharge its debts as they fall
due and to fund operational and expansion needs.

As at the 31 March 2001, the Group’s consolidated net asset
amounted to approximately HK$72 million, an improvement of
approximately 179% compared to last year’s consolidated net
deficit of HK$91 million before the debt restructuring and share
placements.

Gearing ratio (total borrowings/total assets) was measured at 0.47
time as at 31 March 2001 compared to 1.38 times last year, a
significant improvement of 66%.

CHARGE OF ASSETS

At the balance sheet date, the Group’s property investment with
an aggregate carrying value of HK$40,150,000 were charged to a
bank to secure general banking facilities and convertible note
issued to a bank. The Group’s trust receipts loans were secured
by one of the Group’s investment properties with an aggregate
carrying value of HK$3,000,000 at the balance sheet date. The
convertible note issued to a creditor as part of the Group’s debt
restructure arrangement was secured by 4.32% shareholding in
Hennabun Management Inc. as at 31 March 2001 which were
released in May 2001.

STAFF AND REMUNERATION

As at 31 March 2001, the Group employed approximately 208
full time employees, of which approximately 95 were in the PRC.
Total staff costs incurred during the year amounted to
approximately HK$9.8 million. The remuneration of employees
include salary and discretionary bonus. The Group also adopted
a share option scheme to provide an incentive to the employees.

The remuneration policy and package, including the share options,
of the Group’s employees are maintained at market level and
reviewed annually by the management.
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