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TURNOVER AND RESULTS

During the year ended 31 December 2000 (“the Year”), China

Everbright Technology Limited (“the Company”) and its

subsidiaries (collectively, “the Group”) have continuously

adopted the strategic adjustment of business direction by

retreating from manufacturing operations gradually. The

negative impacts inflicted by the unhealthy assets on the

Group were, nevertheless, mitigated by the provisions for

diminution in value of investment in respect of certain

investments in previous years.

The Group’s audited consolidated turnover and profit for the

Year approximately amounted to HK$244.11 million and

HK$13.7 million respectively (consolidated turnover and loss

in 1999 were approximately HK$690.74 mil l ion and

HK$149.72 million respectively).

Consolidated turnover has been decreased approximately by

HK$446.63 million, representing a 65% decrease as compared

to the same period last year.

Profit for the Year was mainly attributable to the following

factors:

1. gain on disposal of approximately HK$12.66 million

in respect of 100% equity interest in Goodnice

International Limited (“Goodnice”); and

2. gain on disposal of approximately HK$32.12 million

in respect of the Group’s interest in China Everbright

Telecom-Land Network Limited (“Telecom-Land

Network”).

OPERATING REVIEW

Due to the decline in the e-business worldwide during the

Year, the business environment remains depressed and

turbulent, although the Hong Kong economy is riding on the

recovery. However, upon redirection of the Group’s business

focus and adjustment of the unhealthy assets, accordingly,

the overall results of the Group for the Year were significantly

improved over last year.
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Operating review on the Group’s major operations are

summarised as follows:

Manufacturing operation

Watches and timepieces manufacturing and distribution

Everbright EB Brand Limited (“EB Brand”), a wholly-owned

subsidiary of the Group, distributes adidas and Seiko watches

through its network as the distributor and agent respectively

in the PRC, in addition to selling its own EB watches through

its sales network in the PRC market. During the Year, EB

Brand obtained the authorization as the sole distributor and

agent from Chinese Basketball Association to produce and

distribute CBA watches. Also, EB Brand sponsored the CBA

watches to the Chinese Nation Basket Team in 2000 Sydney

Olympic Game in order to raise its renown. EB Brand is sharing

approximately 15% of the local brand watch and timepiece

market in the PRC. Stable revenue was generated from such

business. Moreover, in order to increase the added value of

its network, EB Brand plans to introduce other international

renowned brands into its product range for sales through its

extensive distribution network in the PRC.

Keyboard manufacturing

In 1997, the Group acquired the entire interest in a production

plant engaging in the business of computer keyboard

production. Pursuant to an agreement entered into between

the Group and the vendor, the Group is entit led to a

guaranteed after-tax profit of not less than HK$22 million for

the year of 1999. Owing to various factors, the audited profit

for the year of 1999 attributable to the Group from the

business did not reach the guaranteed profit. The Group has

not reached any further agreement with the profit guarantor

with respect to the technical  support,  marketing and

management upon expiry of the profit guarantee period. The

Group decided to dispose of this operation.

On 5 June 2000, the Company entered into a sale and purchase

agreement with Sinolink Technology Investment Inc.

(“Sinolink”), an independent third party. Pursuant to the

agreement, the Company agreed to sell 100% equity interest
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in Goodnice International Limited (“Goodnice”) which is

engaged in the sale and manufacture of computer keyboards

to Sinolink at a total cash consideration of HK$140 million

and the aggregate amounts of Goodnice’s audited net profits

after tax for the three financial years of 1997, 1998 and 1999

of approximately HK$54.7 million. The transaction was

completed in July 2000. The consideration will be settled by

instalments and paid in full by the year end of 2002. Up to

the end of March 2001, the Group has already received 5

instalments amounted to HK$83.35 million. The management

have reviewed the recoverable amount of the outstanding

balance and made a provision of HK$11 million in the profit

and loss account. From this transaction, the Group recorded

a gain on disposal amounted to HK$12.66 million.

Computer casing manufacturing

The Group owned a 51% equity interest in Everbright Shunde

Sunto Computer Limited (“Shunde Sunto”). The full provision

of the cost of investment was charged to the profit and loss

account in 1998. Operating results, assets and liabilities of

the said operation were not consolidated by the Group

accordingly.

The Group negotiated a restructure plan of Shunde Sunto

with a potential investor and bankers in December 2000. Due

to the unresolved liability arrangements, the restructure plan

of this investment eventually led to serious deadlock. In the

reason of protecting the Group’s benefit, the Group as a major

creditor raised the liquidation of Shunde Sunto and to claim

the shareholder loans due from Shunde Sunto.

Distribution operation

Communication equipment distribution

In order to speed up the implementation of Telecom-Land

Network’s e-Commerce business strategies, on 15 January

2000, the Company entered into an agreement with an

independent third party, GMAI-Asia.Com, Inc. (“GMAI-Asia”).

Pursuant to the agreement, 65% equity interest in Telecom-

land Network would be sold at a consideration of RMB30

million. The consideration was satisfied by the allotment and
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issuance of 168,104 shares in the capital of Greg Manning

Auctions Inc. (“GMAI”, a company listed on NASDAQ in USA

and the holding company of GMAI-Asia) in equivalent value.

GMAI is a global e-commerce company and internet merchant

with operation in Asia, Europe and North America. From this

transaction, the Group recorded a gain on disposal amounted

to HK$32.12 million.

The transaction was completed on 15 February 2000. The

market value of GMAI was approximately US$21.6 per share

at the date of completion. Due to the decline in the e-business

worldwide, it seriously affected the market value of GMAI

share. The Group disposed part of GMAI shares during the

Year. The market value of GMAI was approximately US$2 per

share at the date of 31 December 2000. The realised and

unrealised loss  on these equity shares for  the Year

approximately amounted to HK$20 million.

Properties investment

Rental returns from the Group’s investment properties (mainly

commercial properties and industrial premises) have suffered

from the liquidation of one major tenant (“the Tenant”). The

Tenant has returned the possession of the vacant units of the

factory premises to the Group.

During the Year, a deficit of approximately HK$5 million was

recorded which represented property devaluation of the

Group’s interest in its own principal office premises and

investment properties. In view of the declining industrial

property market, the Group is under consideration to dispose

of certain non-core properties at appropriate prices.

FINANCIAL POSITION

In February 2000, the Group entered into a subscription

agreement with China Everbright Holdings Company Limited

("CEH"). Pursuant to the agreement, Kenco Investments

Limited, an indirectly wholly-owned subsidiary of CEH,

subscribed for 74,000,000 new ordinary shares of the

Company at a subscription price of HK$1.51 per share, and a

net proceeds of approximately HK$109 million was raised.

Up to the end of March 2001, the Group has already received

5 instalments amounted to HK$83.35 million from Sinolink in

connection with the sale of Goodnice. The Group presently
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holds liquid funds of over HK$200 million which provide

adequate working capital to support the investment into new

ventures.

As at 31 December 2000, the Group had a consolidated

shareholders’ fund of approximately HK$514.73 million (as

at 31 December 1999: approximately HK$285.3 million). As

at 31 December 2000, the consolidated net assets value per

share was HK$0.33 (as at 31 December 1999: net assets value

per share was HK$0.19).

USE OF PROCEEDS

As the establishment of the high technology project

investments are still underway and has not reached a stage

which requires capital injection, the proceeds are still placed

with the Group’s major banks.

OUTLOOK

The Group has a clear business strategy “continue to develop

in adjustment period, further to improve during development”.

By shifting its business focus onto new high technology and

providing related services, the management believes that the

Group has a clear definition of business. On the one side, it

has a fast development in information technology products.

On the other side, the e-Commerce business is in the declining

period. It provides a lot of new development opportunities

in biotechnology products. Meanwhile, China’s entry into the

World Trade Organization (“WTO”) will inevitably create both

business opportunities and competitions.

The Group will emphasize the investment in information

system, software and biotechnology, medication. Meanwhile,

the Group will continue to enlarge its equity base and to

position itself for the business opportunities offered by fast

technology growth and China’s imminent entry into the WTO.

In light of this, the Board remains optimistic about the Group’s

business prospects in 2001.


