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WAH LEE RESOURCES HOLDINGS LIMITED

（華利資源控股有限公司）*

(Incorporated in Bermuda with limited liability)

DELAY IN THE PUBLICATION OF THE AUDITED RESULTS 

FOR THE YEAR ENDED 30 JUNE 2000, 

DESPATCH OF THE 2000 ANNUAL REPORT AND ACCOUNTS 

AND HOLDING OF THE 2000 ANNUAL GENERAL MEETING
The Board of the Company announces that there will be a delay in the publication of the Audited Results, despatch of the 2000 Annual Report and holding of the 2000 AGM.

The delay is due to unexpected extra time required by the new Board to update the accounting records of the Group.  Moreover, the books and records of former six major subsidiaries of the Company, which are in liquidation, are currently in the custody of the liquidator of these subsidiaries.  As a result, the auditors of the Company cannot at this stage access the necessary books and records.  The liquidator of these subsidiaries is arranging for such books and records, where possible, to be transferred to the Company and it is expected that the Company's auditors shall have the necessary access soon and thus be able to prepare the auditor's report accordingly.  The Board had also been advised that the current available books and records may be insufficient for audit purposes. 

The delay constitutes a breach of the Listing Rules.  The Stock Exchange reserves its right to take any further action against the Company and/or its directors.  

The unaudited consolidated results for the year ended 30 June 2000 published in this announcement are incomplete and will be subject to further changes, which may be material, upon the finalisation of the audit of the Group by the auditors. The Board expects that the subsequent auditors' report may be a qualified report as a result of the liquidation of the subsidiaries and the state of the books and records.

Shareholders of the Company and investors are reminded to exercise caution when relying on the information mentioned in the unaudited consolidated results and dealing in the securities of the Company.

The board of directors (the "Board") of Wah Lee Resources Holdings Limited (the "Company", which together with its subsidiaries, the "Group") announces that there will be a delay in the publication of the audited results of the Group for the year ended 30 June 2000 (the "Audited Results"), despatch of the annual report and accounts of the Company for the year ended 30 June 2000 ("2000 Annual Report") and holding of the annual general meeting of the Company for the year ended 30 June 2000 ("2000 AGM").

The Board refers to the circular of the Company dated 29 September 2000 (the "Circular") in relation to the restructuring of the Group which stated that "with the Investor's capital injection, audit work on the final results for the years ended 30 June 1999 and 2000 will be commenced after completion of the Restructuring Agreements. Besides, the Company will seek a sanction from the Registrar of Companies of Bermuda to convene the belated Annual General Meeting for the year ended 30 June 1999. The Company will also convene the Annual General Meeting for the year ended 30 June 2000 at the same time (each as defined in the Circular)."

When Liuzhou Wuling Holdings Limited ("Liuzhou Wuling"), the existing controlling shareholder of the Company, acquired the controlling interest of the Company, no substantial due diligence had been conducted.  After completion of the restructuring of the Group on 27 October 2000, the directors appointed to the Board by Liuzhou Wuling conducted a comprehensive review of  the Group's affairs and realised that the time required to update the accounting records of the Group had been underestimated.  

Moreover, the books and records of former six major subsidiaries of the Company, which are in liquidation, are currently in the custody of the liquidator of these subsidiaries.  As a result, the auditors of the Company cannot at this stage access the necessary books and records.  The liquidator of these subsidiaries is arranging for such books and records, where possible, to be transferred to the Company and it is expected that the Company's auditors shall have the necessary access soon and thus be able to prepare the auditors' report accordingly.  The Board had also been advised that the current available books and records may be insufficient for audit purposes.

The delay constitutes a breach of the Listing Rules.  The Stock Exchange reserves its right to take any further action against the Company and/or its directors.  It will not constitute a breach of the Companies Act of Bermuda (the "Act") as section 72(2) of the Act provides for a grace period of 3 months for holding an annual general meeting.  As such, the deadline for holding the 2000 AGM is 31 March 2001.

Basing on the limited information available, the Board has prepared and hereby publishes the Group's unaudited consolidated results, exclusive of the costs incurred and fees charged by the former Provisional Liquidators of the Company, as defined in the Circular, for the year ended 30 June 2000 below:


Year ended 30 June


2000
1999


(Unaudited)
restated (Note 1) (Unaudited)


HK$'000
HK$'000 

Turnover



Continued operations 
133,647
1,259,159

Discontinued operations (Note 2) 
---
5,072


133,647
1,264,231

Loss before taxation 
(75,570)
(409,816) 

Taxation (Note 3) 
---
(602) 

Loss before minority interests 
(75,570)
(410,418) 

Minority interests 
---
5,453 

Net loss attributable to shareholders 
(75,570)
(404,965)


HK cents
HK cents

Loss per share 



Basic (Note 4) 
(4.76)¢
(25.82) ¢

Diluted 
N/A
N/A

Notes:

1.
After taking into account of the latest development of the Group subsequent to the announcement of the Company dated 14 December 1999 in respect of the unaudited results of the Group for the year ended 30 June 1999, the Board restated the 1999 figures. 

2.
Discontinued operations

Discontinued operations represent the closure of the Group's optical disc operations. The Group ceased its operation in the manufacture and sales of optical discs in March 1999.

3.
Taxation


2000
1999


HK$'000
HK$'000

Current year provision:



Hong Kong 
---
74

Elsewhere 
---
528

Deferred taxation 
---
---





Tax charge for the year 
---
602

4.
Loss per share

The calculation of basic loss per share for the year ended 30 June 2000 is based on the net loss attributable to shareholders for the year of HK$75,570,000 (1999: HK$404,965,000) and the weighted average number of 1,588,622,400 (1999: 1,568,182,000) shares in issue during the year.

No diluted loss per share for the year ended 30 June 2000 has been presented as the conversion/exercise of the outstanding potential ordinary shares would have been anti-dilutive for the financial year.

The results as shown above are based on incomplete records and reflect the Group's financial affairs prior to the completion of the Restructuring.  They will be subject to further changes, which may be material, upon the finalisation of the audit of the Group by the auditors. For the reasons set out above, the Board expects that the subsequent auditors' report may be a qualified report.

To enable shareholders of the Company and investors to have a more recent and accurate picture of the financial situation of the Company, the Board extracts from the Circular the summary of the statement of affairs ("SOA") of the Group, proforma unaudited consolidated net liabilities of the Group and proforma unaudited consolidated balance sheet of the Group, which were prepared by Messrs. Yeung Kwok Fan and Wong Hei Chiu on behalf of the Board before completion of the restructuring, as follows.  Terms used therein shall have the same meanings as in the Circular unless otherwise defined:

SUMMARY OF THE SOA OF THE GROUP 

The following is a summary of the SOA as at 20 April 2000:


Net Book Value
Directors' Estimated Realisable Value


HK$'000
HK$'000

Secured Assets 



Properties
20,900
20,900 

Less: Bank loans 
---
(34,500)

Estimated shortfall
20,900
(13,600)

Total secured assets
20,900


Estimated deficiency of secured creditors

(13,600)

Unsecured Assets



Fixed Assets 
1,300
1,300 

Investment properties 
20,000
10,500 

Cash at bank 
7,688
7,688 

Accounts receivable 
137,450
3,450 

Inventories 
672
672

Total unsecured assets
167,110
23,610

Total secured and unsecured assets
188,010


Estimated amount available for unsecured creditors

23,610


Net Book Value
Directors' Estimated Realisable Value


HK$'000
HK$'000

Unsecured Creditors



Estimated deficiency of secured creditors

(13,600) 

Bill payable and trust receipt loans

(219,478) 

Other unsecured loans

(74,473) 

Account payable and accrued liabilities

(6,155) 

Taxation and deferred taxation

(12,822)



(326,528)

Total estimated deficiency to unsecured creditors

(302,918) 

Issued share capital (fully paid)

(160,906) 

Share premium

(790)

Total estimated deficiency for members and creditors

(464,614)


Yeung Kwok Fan


Wong Hei Chiu


Directors


Wah Lee Resources Holdings Limited

The SOA was prepared by two Directors on behalf of the Board and approved by the Board setting out the Group's assets and liabilities based on the management accounts of the Company as at 20 April 2000, and their estimated realisable values based on Directors' estimates as at 20 April 2000 when the Provisional Liquidators were appointed.

SOA --- Assets 

The Directors estimated the total values of the realisable secured and unsecured assets of the Group were approximately HK$20.9 million and HK$23.6 million respectively as at 20 April 2000.

It should be noted that the actual value realisable or realised from the unsecured assets may not be the same as or close to the estimated realisable values provided by the Directors. The comments of the Provisional Liquidators in relation to the SOA prepared by the Directors are incorporated with the Directors' comments below.

Secured Assets 

The secured assets are all real estate properties in Hong Kong. The Directors have estimated that if these properties are sold, they will not generate sufficient net proceeds to repay the associated secured liabilities. This is consistent with the valuations of these properties obtained by the Provisional Liquidators from Chesterton Petty Limited, a qualified property valuer, as at 20 April 2000.

Unsecured Assets 

A summary of the unsecured assets of the Group and their estimated realisable values as at 20 April 2000 is set out below:


Net Book Value
Directors' Estimated Realisable Value


HK$'000
HK$'000

Unsecured Assets 



Fixed assets
1,300
1,300 

Investment properties 
20,000
10,500 

Cash and bank balances 
7,688
7,688 

Accounts receivable 
137,450
3,450 

Inventories 
672
672

Total
167,110
23,610

(i)
Fixed Assets 

This relates to a property owned by the Group and used in its business operations. The property has not been realised.

(ii)
Investment Properties 

This relates to the Shenzhen Property located in Huali Industrial Area, Xinan Town, PRC and owned by a 77% owned subsidiary of the Group. The Directors have estimated that the realisable value of the Group's 77% interest in the Shenzhen Property is HK$10.5 million. The 77% interest in the subsidiary is subject to a dispute between the Company and its PRC joint venture partner in relation to the distribution of a 3% interest in the subsidiary. The PRC joint venture partner claims that the Company should have only 74% interest in the subsidiary. The dispute is currently being handled by a liquidation committee appointed to the subsidiary. The dispute is still pending and the outcome of the dispute is not known.

(iii)
Cash and bank balances 

As at 31 July 2000, a total of HK$7,025,369 had been realised from all the cash and bank balances of the Group.

(iv)
Accounts Receivable 

The accounts receivable has a net book value of approximately HK$137 million as at 20 April 2000. The Directors have raised a further provisions of HK$134 million against this amount to reflect the problems encountered in relation to the debtors' inability to pay and counter claims and set-off arguments raised by the debtors. The Provisional Liquidators' investigations indicate that the Directors' concerns are valid.

As at 31 July 2000, about HK$1.0 million has been realised from the accounts receivable.

(v)
Inventories 

Inventories predominantly relate to electronic and electrical appliances. The Directors estimated the realisable value of the inventories be HK$672,000. As at 31 July 2000, about HK$47,300 has been realised.

SOA --- Liabilities 

The Group recorded in its accounts and the Directors estimated that the total liabilities of the Group amounted to approximately HK$327 million, details of which are summarised below:


Directors' Estimated Liability Value 


HK$'000

Unsecured Creditors 


Estimated deficiency of secured creditors
13,600 

Bills payables and trust receipts loans
219,478 

Other unsecured loans
74,473 

Accounts payable and accruals
6,155 

Taxation and deferred taxation
12,822

Total
326,528

On the basis of the proofs of claim submitted as at 31 July 2000, the Provisional Liquidators have identified a total of 58 claims for an aggregate amount of approximately HK$333.7 million. The Provisional Liquidators' inquiries indicate that the difference of HK$7.2 million between the amount set out in the SOA as at 20 April 2000 and the claims identified as at 31 July 2000 is primarily attributable to bank interest charges and other costs and charges which have not been taken up by the Group.

PROFORMA UNAUDITED CONSOLIDATED BALANCE SHEET OF THE Group

The following proforma unaudited consolidated balance sheet of the Group upon completion of the Restructuring Agreements is based on the unaudited consolidated balance sheet of the Group as at 31 July 2000, which was prepared on a basis consistent with the accounting policies normally adopted by the Group except for the going concern basis, and adjusted to reflect the financial effects of the Restructuring Agreements.


Proforma  balance sheet after completion of the Restructuring Agreements 


HK$'000

Fixed Assets 


Fixed assets
14,600 

Investment properties
12,000


26,600

Current Assets 


Bank balances and cash
13,349 

Accounts receivable
2,450 

Inventories
672


16,471

Current Liabilities 


Bank loans, bill payable, trust receipt loans and other unsecured loans
16,157 

Account payable and accrued liabilities
6,155 

Taxation
---


22,312

Net current liabilities before the issue of the Convertible Bonds
(5,841) 

Convertible Bonds
(205,000)


(184,241)

Shareholders' equity 


Share capital
40,818 

Share premium
--- 

Accumulated losses
(225,059)


(184,241)

PROFORMA UNAUDITED CONSOLIDATED NET LIABILITIES OF THE GROUP

The following statement of proforma unaudited consolidated net liabilities of the Group upon completion of the Restructuring Agreements is based on the unaudited consolidated net liabilities of the Group in the unaudited balance sheet of the Group as at 31 July 2000 and adjusted to reflect the financial effect of the Restructuring Agreements.


HK$'000

Proforma unaudited consolidated net liabilities of the Group upon completion of the Restructuring Agreements
(184,241)

Issue of New Shares upon the Capitalisation (Note 1)
---

Proforma unaudited consolidated net liabilities of the Group upon the Capitalization
(184,241)

Issue of New Shares upon exercise of all Warrants and all Share Options
58,524

Proforma unaudited consolidated net liabilities of the Group upon exercise of all Warrants and all Share Options
(125,717)

Issue of New Shares upon conversion of all Convertible Bonds
205,000

Proforma unaudited consolidated net assets of the Group upon conversion of all Convertible Bonds
79,283

Proforma unaudited consolidated net liabilities per New Share upon completion of the Restructuring Agreements (Note 2)
(4.51) cents

Proforma unaudited consolidated net liabilities per New Share upon the Capitalisation (Note 3)
(4.02) cents

Proforma unaudited consolidated net liabilities per New Share upon exercise of all Warrants and all Share Options (Note 4)
(2.63) cents

Proforma unaudited consolidated net assets per New Share upon conversion of all Convertible Bonds (Note 5)
1.50 cents

Notes:

1.
There will be no effect to the consolidated net liabilities of the Group upon the Capitalization.

2.
Based on the enlarged issued share capital of approximately 4,081.8 million New Shares after completion of the Restructuring Agreements.

3.
Based on the enlarged issued share capital of approximately 4,581.8 million New Shares after completion of the Restructuring Agreements and upon the Capitalisation.

4.
Based on the enlarged issued share capital of approximately 4,787.5 million New Shares after completion of the Restructuring Agreements and upon the Capitalisation and exercise of all Warrants and all Share Options.

5.
Based on the enlarged issued share capital of approximately 5,300 million New Shares after completion of the Restructuring Agreements and upon the Capitalisation, exercise of all Warrants and all Share Options and conversion of all Convertible Bonds.
As a result of the implementation of the Restructuring Agreements, the unaudited consolidated net liabilities of the Group of approximately HK$305 million as at 31 July 2000 will become a proforma unaudited consolidated net liabilities of approximately HK$184 million upon completion of the Restructuring Agreements.

Further announcements will be made when there is any progress in the publication of the Audited Results and the 2000 Annual Report.
ENHANCEMENT OF THE PRINCIPAL BUSINESSES OF THE GROUP 

As stated in the joint announcement made by the Company and Liuzhou Wuling on 16 August 2000 and the Circular in relation to the restructuring of the Group, Liuzhou Wuling intended to enhance and develop the Company along the existing lines of business which involves, inter alia, importing and exporting of various goods in the People's Republic of China, details of which are stated in the Circular. To provide a better return for the shareholders of the Company, the Board has decided to incorporate a subsidiary to invest, either solely or in co-operation with outside parties, in other companies including but not limited to those pharmaceutical and information technology related companies, for the purpose of generating income and capital gain for the Company.

Shareholders of the Company and investors are reminded to exercise caution when relying on the information mentioned in the unaudited consolidated results and dealing in the securities of the Company.


By Order of the Board


Wah Lee Resources Holdings Limited


Sun Tak Yan, Desmond


Director

Hong Kong, 1 December 2000

* for identification purpose only

Please also refer to the published version of this announcement in the Hong Kong iMail
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