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INTERIM DIVIDEND

The Directors resolved not to pay an interim dividend for
the six months ended 30 June 2001 (six months ended 30
June 2000: Nil).

BUSINESS REVIEW AND PROSPECT

The first half of the year was a period of business repositioning
for the Group. The management has been putting every
effort to strengthen its core business and reinforce its brand
name. To overcome the fiercely competitive market and to
respond to the acute price pressure, the Group implemented
new pricing strategies and adjusted its product mix to maintain
its market penetration. Whilst putting tight control on the
cost, great emphasis has been placed on the product quality.

The operating environment of the wood industry was difficult.
The decrease in turnover was caused by the intensified
market competition in plywood products, coupled with the
continuous decline in demand since last year. The management
anticipates growth in the demand in the second half of the
year. It looks forward to benefiting from the opening up of
untapped markets in the mainland following PRC’s imminent

accession to the World Trade Organization.

The Group continues to pursue active developments in its
core business. One of its initiatives is product reengineering.
To expand its market share in the industry and to satisfy
the customers’ demand and requirements, the Group is
formulating a program to expand its production capabilities
and diversify its products, revenue and customer base in
the year ahead. It is also exploring manufacturing and trading
opportunities of timber products in the hope to command

a higher profit margin.

To enhance the growth potential of the Group in the long
run, the Directors have been forming strategic alliance with
strong partners and working hard in business rationalization
and diversification. New director with expertise in forestry
industry has joined the management. The Directors are actively
identifying investment opportunities.
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FINANCIAL REVIEWS

Extracts from Group’s financial statements:

Consolidated Profit and Loss Account

Turnover
Net profit/(loss) attributable

to shareholders

Earnings/(loss) per share

Consolidated Balance Sheet

Total assets
Net assets
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Six months ended 30 June

2001 2000
BZEANA=THLAEA

—BEB-F —ETTF
(Unaudited) (Unaudited)
(REEEX) (REEXR)
HKS$ million HK$ million
BEBE#ET BEETL

15.7 32.1

6.7 (13.1)
cents cents

HK 0.34 &4l HK(10.93) /&1l
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30 June
2001
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AA=TH
(Unaudited)
(REER)
HK$ million
BHEET

1,298.1
255.8

31 December
2000
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(Audited)
(&%)

HK$ million
BEBT

160.5
104.4

Result

| 51.0%

Significantly
improved
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The substantial decrease in turnover was caused by the
intensified market competition and unexpected sluggish market
in the first half of the year. The market is expected to improve
gradually in the second half. The Group still focuses on the

manufacturing activities in PRC.

There was improvement in the operating results, mainly
attributable to interest income of HK$3.9 million.

Earnings per share were HK0.34 cents, compared with a
loss of HK10.93 cents for the prior period.

LIQUIDITY AND FINANCIAL RESOURCES

During the period under review, the Group obtained new
funds by issuing shares to the controlling shareholder following
a placement to an independent investor by the controlling
shareholder. The net proceeds of HK$146.7 million were
used for general working capital purposes. The independent
investor subsequently made available to an indirect wholly
owned subsidiary of the Company a loan of HK$1,000 million
(the “Facility”). The Facility is guaranteed by the Company
and shall only be used for funding a specific investment
opportunity (the “Proposed Investment”). Other than this,
the Group was free from bank borrowings at the end of
June 2001.

The Facility has been fully drawn and the proceeds have
been deposited in a designated bank account intact pending
the Proposed Investment. As at 30 June 2001, the cash
balance (excluding the proceeds of the Facility) was HK$154.0
million. The Directors are comfortable that there is sufficient
cash to satisfy working capital needs and other financing

requirement.

The substantial increase in total assets was attributable to
the new equity and the Facility and so as the net assets by
the equity. The current ratio is 1.2 times at 30 June 2001
(as at 31 December 2000: 1.1 times).
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EMPLOYEES AND REMUNERATION
POLICIES

As at 30 June 2001, the Group had around 400 full
time employees.

The Group remunerated its employees mainly based on
the industry practice, individual’'s performance and
experience. Payments to them remain highly competitive.
On top of regular remuneration, discretionary bonus,
profit sharing and share option may be granted to eligible
staff by reference to the Group’s performance as well
as individual’s performance. Other benefits, such as medical

and retirement benefits, are also provided.

DIRECTORS’ RIGHTS TO ACQUIRE SHARES
Pursuant to the Company’s share option scheme dated
21 August 1997, the Directors may, on or before 20
August 2007, grant options to employees and executive
directors of the Company or any of its subsidiaries to
subscribe for shares in the Company. The subscription
price is determined by reference to the higher of 80%
of the average of the closing share price on The Stock
Exchange of Hong Kong Limited for the five trading days
immediately preceding the date of the offer of the option
and the nominal value of the shares. The maximum number
of shares which may be granted under the scheme is
10% of the issued share capital of the Company. As at
the balance sheet date, no options had been granted.

Apart from the above, at no time during the period was
the Company, its holding company or any of its subsidiaries
a party to any arrangement to enable the Company’s
directors, their respective spouse, or children under 18
years of age to acquire benefits by means of the acquisition
of shares in or debentures of the Company or any other
body corporate.
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DIRECTORS’ INTEREST IN SHARE CAPITAL

At 30 June 2001, the interests of the Directors in the shares
of the Company and its associated corporations, as recorded
in the register maintained by the Company pursuant to Section
29 of the Securities (Disclosure of Interests) Ordinance (“SDI

Ordinance”), were as set out below:

Director 5=
Kwok Viem, Peter B
Ma Ting Hung Bt

The shares disclosed above are held by United Star International
Inc., a company incorporated in the British Virgin Islands,
which is beneficially owned as to 50% by Mr. Kwok Viem,
Peter and 50% by Mr. Ma Ting Hung.

Save as disclosed above, none of the directors or their
associates had any personal, family, corporate or other interest
in the securities of the Company or any of its associated
corporations as defined in the SDI Ordinance.

DIRECTORS’ INTERESTS IN CONTRACTS

No Director had a beneficial interest, either direct or indirect,
in any significant contract to which the Company, its holding
company or any of its subsidiaries was a party during the

period.

SUBSTANTIAL SHAREHOLDERS

At 30 June 2001, the following interests of 10% or more in
the issued share capital of the Company were recorded in
the register of interests required to be kept by the Company
pursuant to Section 16(1) of the SDI Ordinance:

Shareholder
BE

United Star International Inc.
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SUBSTANTIAL SHAREHOLDERS (Cont’d)
These interests are also included as corporate interests
of Mr. Kwok Viem, Peter and Mr. Ma Ting Hung, as
disclosed under “Directors’ interests in share capital”
above.

Save as disclosed above, no person, other than the
Directors of the Company whose interests are set out
above, had registered an interest in the share capital of
the Company that was required to be recorded under
Section 16(1) of the SDI Ordinance.

APPOINTMENT OF DIRECTOR
On 27 April 2001, Mr. Tian Yuchuan was appointed as

an executive director of the Company.

PURCHASE, REDEMPTION OR SALES OF
LISTED SECURITIES

Neither the Company, its holding company, nor any of
its subsidiaries purchased, redeemed or sold any of the
Company’s listed securities during the six months ended
30 June 2001.

COMPLIANCE WITH THE CODE OF BEST
PRACTICE

In the opinion of the Directors, the Company has complied
with the Code of Best Practice as set out in Appendix
14 of the Rules Governing the Listing of Securities on
The Stock Exchange of Hong Kong Limited throughout
the accounting period covered by the interim report,
except that the non-executive directors of the Company
are not appointed for specific terms but are subject to
retirement by rotation in accordance with the Company’s

bye-laws.
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AUDIT COMMITTEE

In compliance with the requirements of the Code of Best
Practice, the Company has an Audit Committee, presently
comprises the two independent non-executive directors of
the Company. In establishing the terms of reference for the
committee, the Directors had regard to the “Guide for the
Formation of an Audit Committee” issued by the Hong Kong
Society of Accountants in December 1997.

PUBLICATION OF INTERIM REPORT

The 2001 Interim Report containing all information required
by paragraphs 46(1) to 46(6) of Appendix 16 of the Rules
Governing the Listing of Securities on The Stock Exchange
of Hong Kong Limited will be published on the website of
The Stock Exchange of Hong Kong Limited in due course.

On behalf of the Board
Peter Kwok Viem

Chairman

Hong Kong, 31 August 2001
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