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FINAL RESULTS ANNOUNCEMENT

FOR THE YEAR ENDED 31 MAY 2001

Results

The directors of Yue Fung International Group Holding Limited ("the Company") are pleased to announce the audited consolidated results of the Company and its subsidiaries (the "Group") for the year ended 31 May 2001 as follows:


Year ended 31 May



2001

2000


Notes
HK$'000

HK$'000

TURNOVER
1
338,534

290,540

Cost of sales

(262,687
)
(235,640
)

Gross profit

75,847

54,900

Other income

10,089

2,225

Selling and distribution expenses

(3,929
)
(4,358
)

General and administrative expenses

(25,474
)
(20,426
)

Other operating expenses

(779
)
(728
)

PROFIT FROM OPERATING ACTIVITIES
2
55,754

31,613

Finance costs
3
(10,979
)
(9,218
)

PROFIT BEFORE TAX

44,775

22,395

Tax
4
(3,586
)
(2,164
)

PROFIT BEFORE MINORITY INTEREST

41,189

20,231

Minority interest

5

-

NET PROFIT FROM ORDINARY ACTIVITIES

ATTRIBUTABLE TO SHAREHOLDERS

41,194

20,231

Retained profits at beginning of year

121,463

101,232

RETAINED PROFITS AT END OF YEAR

162,657

121,463

EARNINGS PER SHARE
5

Basic

5.3 cents

6.1 cents

Diluted

5.3 cents

N/A

NOTES:

1.
TURNOVER

Turnover represents the invoiced value of goods sold during the year, net of trade discounts and returns, after elimination of intra-group transactions.

An analysis of the Group's turnover and contribution to profit from operating activities by principal activity and geographical area of markets is as follows:



Contribution to



profit from


Turnover
operating activities


2001

2000

2001

2000


HK$'000

HK$'000

HK$'000

HK$'000

By principal activity:

Manufacture and sale of:

Calculators and others
168,168

135,055

22,720

12,458

Personal digitial assistants

and digital cameras
170,366

155,485

28,286

18,295


338,534

290,540

51,006

30,753

Add:
Interest income




1,120

860


Gain on disposal of


subsidiaries




3,628

-

Total




55,754

31,613

By geographical area:

The United States of America
167,715

165,608

24,568

17,966

Europe
113,186

78,445

18,688

8,402

The People's Republic of

China - Hong Kong
24,577

20,338

2,630

1,585

Others
33,056

26,149

5,120

2,800


338,534

290,540

51,006

30,753

Add:
Interest income




1,120

860


Gain on disposal of


subsidiaries




3,628

-

Total




55,754

31,613

2.
PROFIT FROM OPERATING ACTIVITIES

The Group's profit from operating activities is arrived at after charging/(crediting):


2001

2000


HK$'000

HK$'000

Depreciation:

Owned fixed assets
19,933

16,355

Leased fixed assets
993

1,096

Amortisation of development costs
509

-

Operating lease rentals in respect of land and buildings
253

156

Auditors' remuneration
900

900

Revaluation deficit/(surplus) of leasehold land and buildings

situated in Hong Kong
(624
)
624

Revaluation deficit/(surplus) of investment properties
(1,050
)
104

Gain on disposal of subsidiaries
(3,628
)
-

3.
FINANCE COSTS


2001

2000


HK$'000

HK$'000

Interest on:

Bank loans wholly repayable within five years
10,509

8,963

Obligations under finance leases
470

255


10,979

9,218

4.
TAX


2001

2000


HK$'000

HK$'000

Provision for Hong Kong profits tax for the year
1,230

1,950

Underprovision of Hong Kong profits tax in prior year
100

214

Deferred tax
2,256

-

Tax charge for the year
3,586

2,164

Hong Kong profits tax has been provided at the rate of 16% (2000: 16%) on the estimated assessable profits arising in Hong Kong during the year.

Deferred tax has been provided for, under the liability method, at the rate 16% (2000: 16%) on the significant timing differences to the extent it is probable that the liability will crystallise in the foreseeable future.

5.
EARNINGS PER SHARE

The calculation of basic earnings per share is based on the net profit attributable to shareholders for the year of HK$41,194,000 (2000: HK$20,231,000) and the weighted average of 775,353,000 (2000: 332,933,000) shares in issue during the year, adjusted to reflect the rights shares after the balance sheet date.

The calculation of diluted earnings per share for the year is based on the net profit attributable to shareholders for the year of HK$41,194,000 and the weighted average of 783,125,000 ordinary shares in issue during the year. There were no dilutive potential ordinary shares in issue during the year ended 31 May 2000, and accordingly, the diluted earnings per share was not shown.

A reconciliation of the weighted average number of shares used in the basic earnings per share calculation to that used in the diluted earnings per share calculation for the year ended 31 May 2001 is as follows:

Weighted average number of shares used in the basic earnings

per share calculation
775,353,000

Weighted average number of shares assumed to have been issued

on the deemed exercise of all options outstanding during the year,

adjusted to reflect the rights issue after the balance sheet date
7,772,000

Weighted average number of shares used in the diluted earnings

per share calculation
783,125,000

Performance Review

For the year ended 31 May 2001, the Group recorded a turnover of HK$338,534,000, representing a 16.5% increase over the previous year's.

Profit attributable to shareholders also increased by 103.6% to HK$41,194,000. This growth in profit stemmed entirely from operations, and was a direct result of our upgrading of the overall product mix and the introduction of higher-margin production of digital imaging products. Basic and diluted earnings per share were HK5.3 cents and HK5.3 cents, respectively.

Business Review

Calculators

The Group's core line of electronic products continued to attract steady demand despite the market slowdown. This was attributable to a number of factors. Firstly, fierce competition in the previous year had driven some non-performing competitors out of the market, helping the market to stabilize and resume a more stable course.

The Group's R&D efforts and capital investment in machinery and facilities have also paid off through the introduction of newer, more sophisticated designs, as well as through the addition of more scientific and graphic functions to the calculators. With these constant product enhancements, the Group has been able to position itself competitively as a prime source for branded ODM or OEM customers tapping the upper end of the market.

The Group's own [image: image2.wmf] line of calculators also captured a larger share of the educational market. Its scientific calculators have been specially designated and recommended by several PRC educational bodies, in Jiangsu for example, as one of the few recommended brand names for secondary students in China. The Group looks to leverage its established brand image to tap further into the huge potential of the Mainland market.

The Group is now in productive negotiations with various overseas customers for the OEM manufacturing of new sophisticated scientific calculator models with graphical functions. Management expects this operation to continue to generate steady revenue and profitability.

Digital Imaging Products

The Group's first production line for these products commenced operations in December 2000. During the year, the Group successfully transplanted advanced digital imaging processing technology from the US. Our in-house software engineers are now utilizing the technology to produce high-performance digital cameras for the upper end of the market, as well as lines of trendy multi-functional digital cameras for the mass market.

This new business line demonstrated strong performance in its first year of operation. Having received the first batch of orders from certain well-known brands, the Group is now in discussion with several major Japanese brands regarding the production of new lines of digital cameras. In addition to ODM operations, the Group also commenced the distribution of its own line of digital cameras in several markets.

Armed with leading-edge technology from the US, and with a cost-effective manufacturing base in Mainland China, the Group now enjoys a unique competitive advantage. Management is pleased with the results of this new business line, and has full confidence in its future growth.

Personal Digital Assistants

The Group is now upgrading to the production of more sophisticated PDA models, featuring PC connectivity and other functions on OEM basis. The Group is now in negotiation with certain overseas customers for the OEM manufacturing of new PDA models. Management continues to see strong growth prospects for this operation and will actively pursue more new customers in this sector.

Investments

One of the Group's investments, Gold Wo International Holdings Limited (SEHK: 90), a major silicon keypad and melamine products manufacturer, has registered rewarding return. Gold Wo International reported a net profit of HK$33.6 million for the year ended March 31, 2001 and was successfully listed on the Stock Exchange of Hong Kong in April 2001. As of the date of this report, Gold Wo had a market capitalization of HK$1,210,000,000, in which the Group held a 20.5% stake.

The management is considering strategy to maximize synergy among the Group's investments and is identifying new business opportunities.

Financial Resources and Liquidity

In addition to internal resources, the Group aims to diversify its funding sources through utilization of both the capital and banking markets.

The Group raised net proceeds of approximately HK$8.3 million in August 2000 from a placing of 6,000,000 shares in the Company. In October 2000, the Group raised a further HK$20 million through the issue of convertible notes to its major shareholder, Simply Noble Limited and repaid in May 2001.

Funds raised during the year were employed in R&D in calculators, PDAs and digital imaging products, and to expand facilities and upgrade machinery.

The Group's performance and business re-alignment efforts have enjoyed strong support from banks. Its pledged deposits with banks for banking facilities were significantly reduced from last year's HK$18,821,000 to the current year's HK$10,030,000 as of 31 May 2001. At the same time, total available banking facilities increased from last year's HK$183,413,000 to the current year's HK$212,413,000. The Group's bank borrowings at 31 May 2001 amounted to HK$110 million, which are secured by fixed deposits, all of the Group's leasehold land and buildings and investment properties situated in Hong Kong.

The gearing ratio of the Group at 31 May 2001 calculated as interest-bearing bank borrowings to total assets is approximately 20% and the current ratio was maintained at a healthy level of approximately 113%.

To take the advantage of prevailing low interest rates and to increase the Group's cash reserves for long-term expansion, management is studying the feasibility of arranging long-term financing with certain major bankers.

Business Re-alignment and Prospects

In the coming year, the Group will step up its efforts to re-allocate its resources to higher-margin, high value-added product lines, with a view to restructuring or discontinuing certain low-margin or under-performing divisions. The profitability and growth potential of the Group will be stregthened further as a result. To enhance its overall business mix, management will also undertake a thorough operational re-organization of Group activities to achieve more efficient operation and management.

The coming year will see the Group focus on the development of its digital imaging and PDA operations. This, coupled with an anticipated steady revenue from the core calculator production, contributes to management's optimistic view of the Group's overall performance in the year ahead.

FINAL DIVIDEND

The directors do not recommend the payment of any final dividend for the year ended 31 May 2001 (2000: Nil).

PUBLICATION OF OTHER FINANCIAL INFORMATION

Other financial information containing all the information required by paragraphs 45(1) to 45(3) of Appendix 16 of the Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited will be published on The Stock Exchange of Hong Kong Limited website - www.hkex.com.hk in due course.

On behalf of the board, I wish to thank our shareholders, management team, customers and business partners, for enabling as to achieve satisfactorily strong results during a difficult period.

By Order of the Board

Lee Wing Kan

Chairman and Managing Director

Hong Kong, 26 September 2001

* For identification purposes only

Notice of Annual General Meeting

NOTICE IS HEREBY GIVEN that an Annual General Meeting of the Members of Yue Fung International Group Holding Limited (the "Company") will be held at Victoriana Room, 4/F, Furama Hotel, 1 Connaught Road Central, Hong Kong on 16 November 2001 at 11:00 a.m. to transact the following ordinary business:

1.
to receive and consider the audited financial statements and the reports of the directors and auditors for the year ended 31 May 2001;

2.
to elect the directors of the Company, and to authorise the board of directors to fix the directors' remuneration;

3.
to re-appoint auditors of the Company, Messrs. Ernst & Young, and authorise the board of directors to fix their remuneration; and

4.
to consider as special business and, if thought fit, pass with or without amendments, the following resolutions each as an Ordinary Resolution:

A.
THAT:

(a)
subject to sub-paragraph (c) of this Resolution, the exercise by the directors of the Company (the "Directors") during the Relevant Period (as defined below) of all the powers of the Company to allot, issue and deal with additional shares of the Company and to make or grant offers, agreements and options which might require the exercise of such powers be and is hereby generally and unconditionally approved;

(b)
the approval in sub-paragraph (a) of this Resolution shall authorise the Directors during the Relevant Period to make or grant offers, agreements and options which might require the exercise of such powers after the end of the Relevant Period;

(c)
the aggregate nominal amount of share capital allotted or agreed conditionally or unconditionally to be allotted (whether pursuant to an option or otherwise) by the Directors pursuant to the approval in sub-paragraph (a) of this Resolution, otherwise than pursuant to (i) a Rights Issue (as defined below), (ii) the exercise of any option scheme or similar arrangement for the time being adopted for the grant or issue to officers and/or employees of the Company and/or any of its subsidiaries of shares or rights to acquire shares of the Company or (iii) any scrip dividend or similar arrangement providing for the allotment of shares in lieu of the whole or part of the cash payment for a dividend on shares of the Company in accordance with the Bye-laws of the Company, shall not exceed 20% of the aggregate nominal amount of the share capital of the Company in issue as at the date of this Resolution and the said approval shall be limited accordingly; and

(d)
for the purposes of this Resolution:

"Relevant Period" means the period from the passing of this Resolution until whichever is the earlier of:

(i)
the conclusion of the next annual general meeting of the Company;

(ii)
the expiration of the period within which the next annual general meeting of the Company is required by the bye-laws of the Company or any applicable law to be held; and

(iii)
the revocation or variation of this resolution by an ordinary resolution of the shareholders in general meeting.

"Rights Issue" means an offer of shares or other securities of the Company open for a period fixed by the Directors to holders of shares of the Company or any class thereof on the register on a fixed record date in proportion to their then holdings of such shares or class thereof (subject to such exclusion or other arrangements as the Directors may deem necessary or expedient in relation to fractional entitlement's or having regard to any restrictions or obligations under the laws of, or the requirements of any recognised regulatory body or any stock exchange in, any territory outside the Hong Kong Special Administrative Region of the People's Republic of China).

B.
THAT:

(a)
subject to sub-paragraph (b) of this Resolution, the exercise by the directors of the Company (the "Directors") during the Relevant Period (as defined below) of all the powers of the Company to repurchase shares of the Company on The Stock Exchange of Hong Kong Limited (the "Stock Exchange") or on any other stock exchange on which the shares of the Company may be listed and recognised for this purpose by the Securities and Futures Commission of Hong Kong and the Stock Exchange under the Hong Kong Code on Share Repurchases ("Recognised Stock Exchange") subject to and in accordance with all applicable laws and the requirements of the Rules Governing the Listing of Securities on the Stock Exchange as amended from time to time (the "Listing Rules") or that of any other Recognised Stock Exchange, be and is hereby generally and unconditionally approved;

(b)
the aggregate nominal amount of the shares of the Company which may be purchased pursuant to the approval in sub-paragraph (a) of this Resolution shall not exceed 10% of the aggregate nominal amount of the share capital of the Company in issue on the date of passing of this Resolution and the said approval shall be limited accordingly; and

(c)
for the purposes of this Resolution:

"Relevant Period" means the period from the passing of this Resolution until whichever is the earlier of:

(i)
the conclusion of the next annual general meeting of the Company;

(ii)
the expiration of the period within which the next annual general meeting of the Company is required by law to be held; and

 (iii)
the revocation or variation of this resolution by an ordinary resolution of the shareholders in general meeting.

C.
THAT conditional upon Resolution A and Resolution B set out in the notice convening this meeting of which this Resolution forms part being passed, the aggregate nominal amount of the shares of the Company which are repurchased by the Company after the date of the passing of this Resolution (up to a maximum of 10% of the aggregate nominal amount of the share capital of the Company as stated in Resolution B set out in the notice convening this meeting of which this Resolution forms part) shall be added to the aggregate nominal amount of share capital that may be allotted and issued or agreed conditionally or unconditionally to be allotted by the Directors pursuant to Resolution A set out in the notice convening this meeting of which this Resolution forms part.

By Order of the Board

Lo Wing Ming

Company Secretary

Hong Kong, 26 September 2001

Notes:

1.
Any member entitled to attend and vote at the meeting shall be entitled to appoint another person (who must be an individual) as his proxy to attend and vote instead of him. A proxy need not be a member of the Company. A form of proxy for use at the meeting is enclosed herewith.

2.
The form of proxy shall be under the hand of the appointor or of his attorney duly authorised in writing or, if the appointor is a corporation, either under its seal or under the hand of any officer, attorney or other person authorised to sign the same.

3.
In order to be valid, a form of proxy and the power of attorney or other authority (if any) under which it is signed, or a notarially certified copy of such power of authority, must be deposited at the Company's branch share registrars, Tengis Limited of 4/F Hutchison House, 10 Harcourt Road, Central, Hong Kong not less than 48 hours before the time fixed for holding the meeting.

4.
Delivery of the form of proxy will not preclude a member from attending and voting in person at the meeting convened and in such event, the form of proxy shall be deemed to be revoked.

5.
Where there are joint holders of any share of the Company, any one of such joint holders may vote, either in person or by proxy, in respect of such share as if he was solely entitled thereto, but if more than one of such joint holders are present at the meeting, the senior who tenders a vote, whether in person or by proxy, shall be accepted to the exclusion of the votes of the other joint holders, and for this purpose seniority shall be determined by the order in which the names stand in the register in respect of the joint holding.

6.
For the purpose of determining the list of shareholders entitled to attend and vote at the meeting, the Company shall temporarily suspend changes to the register of members from 12 November 2001 to 16 November 2001. Shareholders whose names appear on the register at the time of the suspension of registration shall be entitled to attend and vote at the meeting. Persons who purchase shares of the Company during the period of suspension of registration shall not be entitled to attend the meeting.

7.
In relation to Resolution (A) set out in the notice convening the meeting, approval is being sought from the members a general mandate to issue further securities of the Company in accordance with the Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited ("Listing Rules"). The Directors wish to state that they have no immediate plans to issue any new shares of the Company.

8.
In relation to Resolution (B) set out in the notice convening the meeting, the Directors wish to state that they will exercise the powers conferred thereby to repurchase shares of the Company in circumstances which they deem appropriate for the benefit of the shareholders. The explanatory statement containing the information necessary to enable the shareholders to make an informed decision on whether to vote for or against the resolution as required by the Listing Rules, will be sent out in a separate document to be enclosed with the Company's 2001 Annual Report.

"Please also refer to the published version of this announcement in the China Daily"
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