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CHAIRMAN'S STATEMENT

To Shareholders

On behalf of the Board of Directors, I am pleased to present
the annual report of Hang Fung Gold Technology Limited
(the “Company”), its subsidiaries and associates
(collectively the “Group” or “Hang Fung Gold
Technology”) for the year ended March 31, 2001.

It was a year in which we achieved stipulated goals and
seized numerous opportunities via our business
development and expansion plan which enabled us to
accelerate the growth of the Group. The Group has been
thriving, becoming a technological leader and fashion
trendsetter in the industry. Hang Fung Gold Technology
won much acclaim for its advanced technology and unique

design, which has won the Group a number of awards.

During the year under review, the Group expanded its
retail business with tourists by the establishment of the
“3D-Gold Tourism Exhibition Hall”. The Exhibition Hall
not only explored new business opportunities and enlarged
the revenue base for the Group, it also promoted Hong

Kong’s tourism industry.

In accordance with the Group’s philosophy — Renovation
and Technology, the Group is committed to providing
tailor-made gold and precious metal products as to
accommodate domestic and overseas customer
requirements. The Group also cooperates with various
institutions to launch corporate giftware, which helps to
promote the Group’ brands effectively, expand the revenue

base and strengthen the Group’s position in the industry.

With the steady economic recovery of the economy, and
the imminent entry of China into the World Trade
Organization (“WTO”), numerous new business

opportunities will be generated for the entire jewellery
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industry. In view of this favourable environment, the Group
will invest to develop new markets, further enhancing our

market share and our popularity in the industry.

Results

Turnover for the year ended 31st March, 2001 amounted to
approximately HK$1,327,753,000 representing an increase of
38% over the corresponding period in 2000. Profit before
taxation and before share of losses of associates and provision
for doubtful receivables from an associate was HK$75,780,000
(2000: HK$87,271,000). The decrease in profit was due to (1)
change of product mix of increase in proportion of sales of
gold products of relatively lower profit margin; and (2) increase
in administrative and general expenditure. Profit attributable
to shareholders amounted to approximately HK$52,164,000
(2000: HK$99,703,000). The significant decrease in profit was
due to share of losses of associates and provision for doubtful
receivables from an associate of HK$14,460,000 and a non-
recurrent written back of excess provision for Hong Kong
profits tax in last year of HK$21,098,000 as against the tax
provision of HK$2,519,000 for the current year.

Dividends

The Directors do not recommend the payment of a final
dividend for the year ended 31st March, 2001 (2000: Nil).
No interim dividend was paid for the year ended 31st

March, 2001 (2000: Nil).

Business Review

During the year under review, gold products remained the
Group’s core product. The sale of gold products accounted

for approximately 76% of the Group’s total turnover.
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The Group is recognised as a technological leader and
fashion trend-setter in the industry, capitalising on
innovative technology and traditional craftsmanship to
design and manufacture gold and silver jewellery,
ornaments and giftware. During the year, the Group
cooperated with various institutions to launch gold and
silver jewelley products. The Group received a
merchandising license from Television Broadcasts Limited
and also cooperated with Asia Television Limited to design
and distribute trendy gold and silver jewellery products
related to the television programs. The Group distributed
these products under its registered trademarks — “3D-Gold”
and “La Milky Way” as to establish its own brands, and

expand its client base and markets.

The Group is committed to using advanced technology in
production processing and actively invests in research and
development as to enhance product quality and
productivity and to invent new production technology to

meet increasing market demand and expectations.

We used advanced electroforming technologies to
successfully manufacture the world’s tallest one-piece
electro-formed fine gold statue — the Goddess Kuan Yin
and became the only manufacturer capable of producing
one-piece electroformed product in such size. The statue
weighs approximately 168kg and is 273cm high and is
worth HK$15 million. The Group has been applying for

Guinness World Records for the statue.

In view of our unique design and excellent product quality,
the products of the Group are very popular among customers.

As our previous showroom for business with tourists was
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always over-crowded, the Group has relocated to expand the
showroom by opening of the 3D-Gold Tourism Exhibition
Hall to meet the ever-increasing business generated from
tourists. The 3D-Gold Tourism Exhibition Hall is located at
Ground Floor, 28 Man Lok Street, Hunghom, Kowloon and
occupies a gross floor area of approximately 20,000 square
feet. To improve the negative impression of tourists on Hong
Kong’s public toilets, the Group built the “Gold and Jewellery
Environmental Friendly Washroom” in the Exhibition Hall
with the aim to establish a new washoom culture and promote
the concept of environmental protection. The Exhibition Hall
reinforces the Group’s determination to manufacture gold
and jewellery products with innovative technology. Besides
the Gold and Jewellery Environmental Friendly Washroom,
the Exhibition Hall displays various scenes such as the Fine
Gold Kuan Yin Statue, the World’s Largest Fresh Water Pearl,
Super Star Wax Models and Chinese Twelve Zodiacal Statues
of the Yuan Ming Yuan. Each scene has its special
characteristic. Since its grand opening in January 2001, the
3D-Gold Tourism Exhibition Hall has attracted over 300,000
visitors substantially improving the Group’s cash flow and
liquidity. The Exhibition Hall not only provides cash revenues
and enlarges the revenue base, it also promotes Hong Kongs
tourism industry with the development of a new and

innovative tourist destination.

During the period, the Group has committed to developing
existing markets and the distribution network and
potential markets. The Group has established an extensive
distribution network around the world. Major markets
include the United States of America, Europe, Mainland

China, South East Asia and Hong Kong.

As a result of the economic recovery and the imminent

entry of China into WTO, demand for the Group’s products
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is expected to continuously increase. Apart from our close
cooperation with The Administration of Shatoujiao Free
Trade Zone of Shenzhen, the Group actively seeks
opportunities to cooperate with other institutions to

develop the wholesale and retail business in China.

During the period under review, the Group successfully
expanded the retail business, with the opening of “3D-
Gold” and “La Milky Way” chain stores helping to boost
substantially. The success of the Group is mainly due to
(1) our flexible marketing strategies and staff efforts; (2)
the prompt reaction of our visionary management to
market changes; and (3) modification of our marketing
direction to high-return value-added products. The Groups

prospects are both optimistic and luerative.

The Group devotes considerable efforts to developing
advanced production technology, and is renowned for its
innovative product designs. The Group receives much
acclaim from industry players and has won awards and

prizes in both international and local competitions.

The Group won the following awards during the year:

. Grand Competition of 2000 Hong Kong & Taiwan

Jade Jewellery Design

Finished Product Section Silver Award

. Grand Competition of 2000 Hong Kong & Taiwan
Jade Jewellery Design

Finished Product Section Creative Idea Award

. HKITCC Technological Achievement Award
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. CMA Machinery and Equipment Design Award

. Trade Development Council Export Marketing
Award

. HKPC Certificate of Merit in Productivity

. The Third International South Sea Pearl Jewellery

Design Competition

Bronze Award for the “Bracelet” category

. Hong Kong Jewelry Manufacturers’ Association
The Buyers’ Favorite Diamond Jewelry Design
Competition 2000
Set-Award of Merit

. ISO 9001 Certificate awarded to a subsidiary

D International Gold Award for Excellence and

Business Prestige

The Group has on 23rd August, 2000 acquired 49.9% of
the issued share capital of New Epoch Information (BVI)
Company Limited (“NEIL”) by the issue of 1,632 million
shares credited as fully paid at HK$0.114 per share of the
Company. Please refer to Report of the Directors on page

44 of this annual report.

Prospects

With favourable factors such as the economic recovery and
Chinas imminent entry into WTO, the Group plans to expand
the retail business in both China and Hong Kong. In view of

this, management will modify marketing strategies according
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to market demand. The Group will continue to cooperate
with institutions to increase its market share. Moreover, the
Group will open more retail chain stores in China and Hong
Kong to sell Company’s products, further promoting the
Group’s brands - “3D-Gold” and “La Milky Way”.
Furthermore, the Group has cooperated with the Hong Kong
Jockey Club to launch the Champion Jockeys Collection.
Since the market response was so positive, the Group
produced a second batch of products to satisfy market needs.
The management believes that gold and silver giftwares have
great market potential. The Group will adopt a more cost-
effective production mode, in compliance with effective
marketing strategies, to expand the sales network and

strengthen the Groups retail business.

The Group will continue to cooperate with reputable
institutions to produce giftware. Along with Beijing’s
hosting of the 2008 Olympics and imminent entry of PRC
into the WTO, the Group foresees ample business
opportunities. The Group is highly optimistic about the
future development and prospects of the jewellery industry,

which will bring substantial profits to the Group.

On behalf of the Board of Directors, I would like to express
my appreciation to our business associates, customers and
suppliers for their continuous support to the management

and staff for their dedicated effort through the year.

On behalf of the Board
Lam Sai Wing

Chairman

Hong Kong, 14th July 2001.
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