The Stock Exchange of Hong Kong Limited takes no responsibility for the contents of this announcement, makes no representation as to its accuracy or completeness and expressly disclaims any liability whatsoever for any loss howsoever arising from or in reliance upon the whole or any part of the contents of this announcement.

[image: image1.wmf]
(Incorporated in Hong Kong with limited liability)

ANNOUNCEMENT

The Directors announce the unaudited financial information of the Company for the year ended 31st March 2001.

The announcement of the Company's audited results for the year ended 31st March 2001 and the despatch of the Company's annual report for the year then ended will be deferred for the reasons as set out below.

The Directors expect that the announcement of the Company's results for the year ended 31st March 2001 based on the Group's audited financial statements will be made on or before 31st August 2001 and that the Company's 2001 annual general meeting will be held on or before 30th September 2001.

The delay in release of the Group's audited results for the year ended 31st March 2001 and the despatch of the annual report for the year then ended constitutes breach of paragraphs 11(1) and 8(1) of the Listing Agreement and that the Stock Exchange reserves its right to take further action against the Company and/or its directors as a result of such breach.

Mr. SO Kwok Hoo and Mr. NG Cheuk Fan have tendered their resignations as the Company's executive directors with effect from 27th July 2001.

In the meantime, trading in the shares of the Company will remain suspended. Further announcement will be made in relation to the Debt Restructuring, the Proposed Investment, and the Investment Agreement, and as to whether the Company complies with the requirement under paragraph 38 of the Listing Agreement.

The board of directors ("Directors") of Fujian Group Limited ("Company") announces that the unaudited consolidated results of the Company and its subsidiaries ("Group") for year ended 31st March 2001 together with the audited comparative figures for the corresponding period in 2000 were as follows:

Consolidated Income Statement



2001

2000



(Unaudited)

(Audited)


Note
HK$

HK$

Turnover
2
60,345,677

58,849,893

Gain on deconsolidation of two subsidiaries

99,855,548

-

Other revenues

2,663,633

10,581,429

Cost of properties sold

29,658,006

16,912,014

Staff costs

11,954,324

18,057,143

Depreciation

12,507,326

14,154,311

Provision for liabilities in appeal

-

152,490,602

Provision for minority interest receivable

-

15,921,785

Provision for diminution in value of assets

27,420,208

63,136,510

Other operating expenses

65,367,379

50,928,757

Total operating expenses

146,907,243

331,601,122

Operating profit/(loss)

15,957,615

(262,169,800
)

Finance costs

(74,328,762
)
(64,080,760
)

Share of results of jointly controlled entities

(52,511,627
)
(20,582,236
)

Share of results of associates

198,535

467,946

Loss before taxation

(110,684,239
)
(346,364,850
)

Taxation
3
(43,793
)
(136,805
)

Loss after taxation

(110,728,032
)
(346,501,655
)

Minority interests

-

1,383,578

Loss attributable to the shareholders

(110,728,032
)
(345,118,077
)

Basic loss per share
4
10.3 cents

32.1 cents

Notes to unaudited consolidated income statement:

1.
Basis of preparation of the accounts

The accounts have been prepared in accordance with accounting principles generally accepted in Hong Kong and comply with accounting standards issued by the Hong Kong Society of Accountants. The accounts are prepared under the historical cost convention as modified by the revaluation of certain investment properties.

(a)
Going concern

As at 31st March 2001, the Group's current liabilities exceeded its current assets by approximately HK$696 million, the net liabilities of the Group amounted to approximately HK$244 million and the Group incurred a loss of approximately HK$111 million for the year then ended.

The Group has been unable to meet any scheduled loan instalments and interest payments to its bankers since August 1999 and all of its banking facilities have been frozen.

As of the date of this announcement, certain of mortgaged properties of the Group has either been put under receivership by or ordered for vacant possession by creditor banks. Additionally the Group has been unable to meet overdue loan and related interest liabilities to its substantial shareholder, Sino Earn Holdings Limited ("Sino Earn") and its related company, Jian Xing Finance Limited ("Jian Xing"). Sino Earn and Jian Xing have not yet taken legal actions to enforce their security position against the Group. The Company has entered into a letter of intent ("Letter of Intent") on 5th July 2001 with a potential investor to facilitate, inter alia, debt restructuring of the Group.

Notwithstanding the foregoing, the Directors consider it appropriate to prepare the accounts on a going concern basis, on the assumptions that:

(i)
Sino Earn, Jian Xing, and the Group's bankers and other lenders will agree to a final standstill arrangement and a restructuring of the Group's debts. Management has been in discussion with the Group's bankers and the transactions as contemplated in the Letter of Intent will successfully be eventuated; and

(ii)
The Group will be successful in obtaining new businesses and accessing additional working capital. Sino Earn, Jian Xing and the new investor have confirmed their intention to provide financial support to the Group as and when required in the foreseeable future.

The accounts do not include any adjustments that would result if the aforesaid assumptions should prove invalid.

(b)
Preparation of deconsolidation of two material subsidiaries

The Group has been granted a Court Order for rescission of the acquisition of its 60% interests in Xiamen Hong Du Park Hotel ("Hong Du") and Skycheer Development Limited ("Skycheer") and the related disposal of its 40% investment in Yan Hei Limited ("Yan Hei"). As a result, Skycheer and Hong Du would not be 60% owned by the Group. The treatment of the Group's interest in Yan Hei and its subsidiaries, Xiamen Plaza Hotel, remains the same as in previous year.

2.
Segmental information

The Group's turnover and operating profit/loss for the year analysed by principal activity and market are as follows:-


Turnover
Operating profit/loss


Year ended 31st March
Year ended 31st March


2001

2000

2001

2000


(Unaudited)

(Audited)

(Unaudited)

(Audited)


HK$

HK$

HK$

HK$

By principal activity

Property investment and development
38,377,004

31,293,301

(77,285,640
)
(53,568,700
)

Hotel operations and development
21,968,673

27,556,592

(9,275,926
)
(219,182,529
)


60,345,677

58,849,893

(86,561,566
)
(272,751,229
)

Gain on deconsolidation of

two subsidiaries




99,855,548

-

Other revenues




2,663,633

10,581,429






15,957,615

(262,169,800
)

By principal market

Hong Kong
38,377,004

31,293,301

(77,285,640
)
(53,568,700
)

Mainland China
21,968,673

27,556,592

(9,275,926
)
(219,182,529
)


60,345,677

58,849,893

(86,561,566
)
(272,751,229
)

Gain on deconsolidation of

two subsidiaries




99,855,548

-

Other revenues




2,663,633

10,581,429






15,957,615

(262,169,800
)

3.
Taxation


Year ended 31st March


2001

2000


(Unaudited)

(Audited)


HK$

HK$

Hong Kong profits tax

Under provision in prior years
-

(102,727
)


-

(102,727
)

Share of taxation attributable to:

Jointly controlled entities
-

-

Associates
(43,793
)
(34,078
)


(43,793
)
(136,805
)

(a)
Hong Kong profits tax is calculated at the rate of 16% (2000: 16%) on the estimated assessable profits of the Group for the year. No provision has been made as there are no assessable profits for the year.

(b)
The subsidiaries operating in China are subject to income tax at the reduced rate of 15%. No provision for China income tax has been made, as there were no assessable profits of the subsidiaries operating in China during the year.

(c)
No provision for deferred taxation has been provided during the year as the effect of timing differences is not material to the Group.

4.
Loss per share

(a)
Basic

The calculation of basic loss per share is based on the consolidated loss attributable to the shareholders for the year ended 31st March 2001 of HK$110,728,032 (2000: HK$345,118,077) and the 1,074,328,367 shares (2000: 1,074,328,367 shares) in issue during the year.

(b)
Diluted

As the exercise prices of the options granted under the Company's employee share option scheme and exercisable as at 31st March 2001 were greater than the average market price of the Company's shares during the year then ended, there was no dilution effect on loss per share.

Reasons for delay in announcement of audited results and despatch of annual report

Reference is made to the Company's announcement dated 6th March 2001. As a result of the financial difficulties of the Group and the problems relating to certain of its mortgaged properties that have either been put under receivership by or surrendered to creditor banks of the Group, the Company has allocated substantial time and resources in the negotiations with its creditor banks and in exploring for possible alternatives on restructuring of the Group's finance.

Reference is also made to the Company's announcement dated 13th July 2001. The Company entered into a letter of intent ("Letter of Intent") on 5th July 2001 with a potential investor to facilitate the debt restructuring of the Group. Meantime, the Company is still in negotiation with the Group's creditor banks on the term of restructuring plan as contemplated in the Letter of Intent.

The Directors also announce hereby that Moores Rowland has been appointed as the Group's auditors with effect from 16th July 2001 to fill up the casual vacancy of the Group's outgoing auditors, PricewaterhouseCoopers, who has resigned on 15th June 2001. Moores Rowland requires a reasonable period of time to carry out their audit on the Group's financial position after their appointment becomes effective.

The Company has encountered practical problems on effecting the Court Order for rescission (HCA A3101 of 2000) of the Acquisition Agreement entered into on 17th July 1998 as referred to in the Company's announcement dated 6th March 2001. Further professional advice is required to ascertain whether the Court Order for rescission can successfully be implemented. The result will affect the basis of preparation and the finalization of the Group's accounts.

In this connection, the Directors expect that the announcement of the Company's final results for the year ended 31st March 2001 based on audited financial statements of the Group and the despatch of the Company's annual report for the year then ended will be made on or before 31st August 2001 and that the Company's next annual general meeting will be held on or before 30th September 2001.

The delay in publication of the audited final results of the Company and delay in despatch of the Company's annual report constitutes breach of paragraphs 11(1) and 8(1) of the Listing Agreement and the Stock Exchange reserves its right to take further action against the Company and/or its directors as a result of such breach.

The Directors confirm that they have not dealt in any shares of the Company since 16th February 2001; and the Directors undertake that they will not deal in the shares of the Company until the announcement of final audited results of the Company for the year ended 31st March 2001 are published.

Resignation of executive directors

The Company also announces that Mr. SO Kwok Hoo and Mr. NG Cheuk Fan have tendered their resignations as the Company's executive directors with effect from 27th July 2001.

After the resignation of Mr. SO and Mr. NG, the Company has a total of eight directors, including two independent non-executive directors.

Trading suspension

Trading in the shares of the Company has been suspended with effect from 10:00 on Friday, 16th February 2001. Trading in the shares of the Company will remain suspended. Further announcement will be made in relation to the development in the Debt Restructuring, the Proposed Investment and the Investment Agreement as referred to in the Company's announcement of 13th July 2001, and as to whether the Company complies with the requirement under paragraph 38 of the Listing Agreement.

By Order of the Board

Fujian Group Limited

HUANG Jianguan

Chairman

Hong Kong SAR, 30th July 2001

"Please also refer to the published version of this announcement in the Hong Kong i-mail"
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