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I am pleased to present the Annual Report of the
Company for the financial year ended 30th June, 2001.
The Group achieved a turnover of HK$959,819,000
compared to the turnover of HK$845,711,000 in the
previous year, representing an increase of approximately
13%. The Group’s operating profit amounted to
HK$25,653,000 which was mainly contributed from
jewellery and diamond operations. The Group’s profit
attributable to shareholders is HK$20,738,000 as
compared to the profit of HK$38,585,000 in the previous
year, representing a decrease of 46.2% over that
achieved in the last year. Earnings per share was
HK$0.078 in comparison to that of HK$0.152 in the
previous year.

During the year, the Company declared and paid an
interim dividend of HK$0.01 per share (2000: HK$0.01).
The Directors recommended to pay to the shareholders
whose names are recorded on the Company’s register
of the members as at 17th December, 2001 a final
dividend of HK$0.015 per share for the year ended 30th
June, 2001. Subject to the approval of the shareholders
at the annual general meeting of the Company which is
to be held on 17th December, 2001, the final dividend
will be paid on or about 21st December, 2001.
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The register of members of the Company will be
temporarily closed from 14th December, 2001 to 17th
December, 2001, both dates inclusive, during which
period no transfer of shares will be effected. In order to
qualify for the final dividend and for attendance at the
Company’s annual general meeting to be held on 17th
December, 2001, all completed transfer forms
accompanied by the relevant share certificates must be
lodged with the Company’s share registrar, Central
Registration Hong Kong Limited at 19th Floor,
Hopewell Centre, 183 Queen’s Road East, Hong Kong
for registration not later than 4:00 p.m. on 13th
December, 2001.

BUSINESS REVIEW

In spite of the economic condition in USA and Europe,
our Group was able to achieve satisfactory growth in
sales during the financial year. As mentioned in the
last annual report, the Group has devoted more
corporate resources in marketing activities such as
developing new products, increasing trade fair exposure
and expanding the sales team. However, the economic
benefits of increased turnover has been affected by
lower gross profit margin due to market competition.
In view of the recessionary US and European economies
and the increased uncertainties in customers repayment
of outstanding receivables, the Group has made a
further provision, resulting in a lower reported profit
for the current year. Internally, the Group has been able
to set up more control mechanisms over inventory and
overheads.

The Group’s diamond cutting and polishing operations
located in Panyu and Quzhou of the PRC enjoyed steady
growth and generated satisfactory return on our
investments. The factories have expanded their
production capacities to meet future growth. Currently,
the Group has over 1,500 skilled workers in diamond
cutting and polishing processes. In fact, the Group
operates two of the largest diamond factories in the
PRC and the two operations are best known for its
commitment to quality work and efficiency.
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Turning to the local market, the Hong Kong retail
business sector remains weak. The Group’s retail
operation managed to achieve a breakeven result. The
Group plans to tag new market segment in future.

INVESTMENT

Wilber Investments Limited (“Wilber”) produces
environmental friendly MDEF-like fiber board and
cabinet doors in Jiangmen, PRC. In September this year,
Wilber’s USA selling office commenced aggressive
marketing and promotion to major home improvement
centers and cabinet manufacturers. Meanwhile, research
and technological enhancement have been deployed to
lower production cost.

The Group has a 15% interest in Standard Ceramics,
Inc. which is engaged in development and manufacture
of silicon carbide products in USA. In February 2001,
Standard Ceramics, Inc. applied for Chapter 11
restructuring under the United State Bankruptcy Court,
Western District of New York. The Directors are
considering possible options including a sales of the
company and/or its assets. Shareholders should note
that the Group has already made full provision for its
USD1,900,000 investment in its accounts for the
preceding financial year ended 30th June, 2000.

The Group’s property development project is operated
under Henble Limited. At present, foundation and pile
cap works have been completed with minor delay. The
management believes that the minor delay has no
negative impact on the project. Subsequent to 30th June,
2001, main contract on superstructure was approved
and the project is targeted to be completed by the last
quarter of 2002.

OUTLOOK

World wide economic outlooks are subjected to
complicated uncertainties, especially after the 9-11
incident in September this year. The Directors believe
that, as far as the Group’s business is concerned, these
are likely to be short and medium term impact on the
demand for the Group’s products. The management

Annual Report 2001 - FEFE 44 ®—



73

!




PR A R BT AR B S 1 2 S AR
IEH KPR BRE M 651 & 18
2 g o AN SR [ o A A T g e
JE 7 T A B 4 DL DR A £ [ K
FLE dh B9 BESE A5 DAOR R 3 2y A
B T R FGE o A ST o LR 44 TR B
YAIDIA &

A AR ] 5 5t 4 2 R T v ] S8 b
EERI e SN | ) 1 N
TP 56 8 A U R B TV il 7 T
Z B e A SR I S SR A
TZEW GFCATE R # O LR
Ao e A A 45 U8 J5 T 2 4%
il - T A B RE S B L 43 & 5 RO T
R R RN R
[IEGE

B A% > T o B A T e 2 B
B AR B BICEE S A I B 9 PR
ERES AP

L B BE 4 B Wit B VU5

A% 45 8] — (5] B B 1R Y B A
Ji 8t 3l — B AE R TR M) E AR
RPL oA —FF—4ENH=Z+H
AL 2 B A R AERER0.03
(CFFFEF10.02) (EAELHZ
SRAT 1 B BB & 4 2 LTS
ZARIK T Bl K SRAT A B AR LY
151,735,000 70 ( — & & T 4
126,944,000%5 70) > BER 1T 8 3K K
7S 455 17,164,000% 00 (—FFE
FAF 1 8,991,0009 I0) 7 = o 7% 4R
TEREXHAERZREY
¥ THE L Y EMLERY
¥ 2 HWRIE MR L R — R g
AT Z AR R o R E
—4ERNH = H B G E MR
T 1 {8 45 125,571,000 70 (- F %
F4E 121,369,000 7T) ©

Chairman’s Statement
£ B W W

expects that a gradual recovery on the jewellery
business will happen when the US market recovers from
the 9-11 incident and back to normal consumer
spending. In the meantime, the Group will focus on
costs control. A rationalization program will be pursued
to transfer a majority of the Group’s operation to
Mainland China for cost effectiveness and efficiency:.
The Group will continue to deploy its resources in
marketing to ensure that the Group and its products
will remain competitive and to enhance the brand name
and corporate image of the Group and its products.

The Group will also enhance the capacity of the two
diamond polishing factories and the training of workers
to polish stone with advanced cutting and polishing
technique. The Group will allocate more resources in
the loose diamond segment, both polished and roughs,
with our ability to process special cuts and makeable
stones, which gives us the niche to support the
customers’ unique marketing program for their business
development.

Finally, the Group will explore opportunities for
jewellery business in the PRC to take advantage of
expected de-regulation on gold control policies in China.

LIQUIDITY AND FINANCIAL RESOURCES

In line with the Group’s prudent financial management,
the Group has been able to maintain a healthy balance
sheet. As at 30th June, 2001, the Group had a low
gearing ratio of 0.03 (2000: 0.02), calculated on the basis
of the Group’s bank borrowings over shareholders’
funds, total cash and bank balances was HK$151,735,000
(2000: HK$126,944,000) exceeding bank loans and
overdrafts of HK$17,164,000 (2000: HK$8,991,000). These
bank loans and overdrafts are secured by first legal
charges over investment properties, certain leasehold
land and buildings and property under development
of the Group and share mortgage of a subsidiary. As
30th June, 2001, the net book value of the pledged assets
amounted to HK$125,571,000 (2000: HK$121,369,000).
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NUMBER OF EMPLOYEES, REMUNERATION
POLICIES AND SHARE OPTION SCHEMES

As at 30th June, 2001, the Group employed a total of
approximately 2,300 employees, the majority of whom
are employed in the PRC. The Group remunerates its
employees largely based on industry practice. No share
option scheme was adopted during the year.

EXPOSURE TO FLUCTUATIONS IN EXCHANGE
RATES AND RELATED HEDGES

Both the sales and purchase transactions and the
borrowings of the Group are primarily denominated in
United States Dollars and/or Hong Kong Dollars, the
risk of foreign exchange fluctuations is minimal under
the existing linked exchange rate system for Hong Kong
Dollar against United States Dollar.
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Hong Kong, 22nd October, 2001
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