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ANNOUNCEMENT

Two winding-up petitions were filed against Hung Cheong Toys International Limited, a wholly owned subsidiary of the Company, and the Company by Sin Hua Bank Limited, Hong Kong Branch, on 12 May 2001 and 23 May 2001 respectively.


Winding-up Petitions

On 12 May 2001 and 23 May 2001, two winding-up petitions were filed by Sin Hua Bank Limited, Hong Kong Branch ("Sin Hua") against Hung Cheong Toys International Limited ("Hung Cheong"), a wholly owned subsidiary of Hung Fung Group Holdings Limited ("Company"), and the Company respectively ("Hung Cheong Petition" and "Hung Fung Petition" respectively).

By reference to the consolidated accounts of the Company and its subsidiaries ("Group") as at 31 March 2000 (being the latest published audited financial statements of the Group), Hung Cheong is classified as a major subsidiary of the Company for the purposes of the Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited. Hung Cheong represented about 3.4% of the Group's consolidated net tangible asset of about HK$228.7 million as at 31 March 2000 and about 19% of the pre-tax trading profits of the Group of about HK$30.2 million as at 31 March 2000. This was accounted for by Hung Cheong having been the member of the Group responsible for accepting orders from the Group's customers. However, since April 2001, H&C International Toys Limited ("H&C") was established as a wholly owned subsidiary of the Company and all new orders from the Group's customers are now being placed with H&C. As such, Hung Cheong no longer undertakes any order taking activities for the Group, which activities are instrumental in the conduct of the Group's business operations. Based on the unaudited accounts of Hung Cheong as at 28 February 2001, the net book value of Hung Cheong's fixed assets was about HK$1.04 million comprising motor vehicles, leasehold improvement, furniture and fixtures, equipment, machinery and moulds.

It was alleged in the Hung Cheong Petition and the Hung Fung Petition that, as at 18 December 2000, Hung Cheong was indebted to Sin Hua for a sum of about HK$12.2 million in relation to banking facilities granted by Sin Hua to Hung Cheong and the Company was liable for the same amount through guarantees given in favour of Sin Hua. It was announced on 27 March 2001 that, based on all available information, the directors of the Company ("Directors") estimate that the total debts due by the Group to its bankers in Hong Kong as at 31 December 2000 amounted to about HK$95 million. The sum of about HK$12.2 million claimed in the Hung Cheong Petition and the Hung Fung Petition is included in this estimated amount of about HK$95 million.

The Hung Cheong Petition and the Hung Fung Petition are scheduled to be heard on 4 July 2001 and 25 July 2001 respectively at The High Court of the Hong Kong Special Administrative Region and meanwhile the Company will negotiate with Sin Hua to reach a settlement agreement in relation to the matter. The Company will make further announcement to keep shareholders informed of any material development in this matter.

Litigation

Since the last announcement of the Company made on 27 March 2001, the Group has also received a writ issued against it on 12 April 2001 by Wing Hang Finance Company Limited for an amount of about HK$2.28 million due under loan facilities granted to the Group. The amount claimed is included in the estimated amount of about HK$95 million due from the Group to its bankers in Hong Kong as at 31 December 2000 as mentioned above. Save as announced on 27 March 2001 and as mentioned in this announcement, the Directors are not aware of any litigation engaged in by the Group which the Directors believe is of material importance to the Group as a whole.

Negotiation with banks

It was announced on 27 March 2001 that the Company was in preliminary negotiation with its bankers with a view to securing a formal standstill agreement for the Group. Up to date, no indication from its bankers has been received by the Company as to whether they would enter into a formal standstill with the Group and what the terms of a possible standstill agreement might be.

By Order of the Board of

Hung Fung Group Holdings Limited

Yu Wai Man

Executive Director

Hong Kong, 4 June 2001
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