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TO"OUR SHAREHOLDERS

On behalf of the Board of Directors, | would like to present the operating
results of Fairood Holdings Limited (the “Company”) and its subsidiaries
(together referred to as the “Group”) for the year ended 31 March 2002.

The year 2001/02 was a challenging year for the catering sector.
Following the 911 terrorist attacks, consumer confidence has crumbled
and the pace of worldwide economic recovery has slowed down. The
decreased domestic expenditure caused by the rising unemployment rate
iNn Hong Kong has a further impact on the Group's performance.
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FINANCIAL REVIEW

For the year ended 31 March 2002, the Group
recorded a turnover of HK$776,609,000 compared to
HK$847,726,000 in 2001. Loss attributable to
shareholders was HK$70,285,000 after accounting for
the provisions and write-downs as referred to in the
following paragraph. Loss per share was HK5.75 cents.

During the year, pursuant to the new Statement of
Standard Accounting Practice (SSAP 31) issued by the
Hong Kong Society of Accountants, the Group made
a provision for impairment loss on fixed assets of
HK$34,580,000 (2001: HKSNIl) mainly to write down
the value of the fixed assets of all the poor performing
outlets. The Group also made a write-down of
HK$9,134,000 (2001: HKSNIl) for investment property
devaluation. In September 2001, the Group moved
part of its back office operations including accounting,
human resources, information technology and
purchasing to the PRC. In addition, the Group
contracted out its logistics operation in November
2001. Both moves cost the Group a one-off
redundancy payment of HK$7,819,000 (2001: HKSNil).
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