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GOLD WO INTERNATIONAL HOLDINGS LIMITED

（金禾國際控股有限公司）*
(Incorporated in Bermuda with limited liability)

INTERIM RESULTS

FOR THE SIX MONTHS ENDED 30 SEPTEMBER 2001

Interim RESULTS

The board of directors (the "Board") of Gold Wo International Holdings Limited (the "Company") is pleased to announce the unaudited consolidated results of the Company and its subsidiaries (the "Group") for the six months ended 30 September 2001 together with comparative figures for the corresponding period in 2000. This is the first interim report of the Group after the Group has been successfully listed on the Main Board of The Stock Exchange of Hong Kong Limited (the "Stock Exchange") since 12 April 2001.

CONDENSED CONSOLIDATED PROFIT AND LOSS ACCOUNT


Unaudited


Six months ended


30 September



2001

2000


Notes
HK$'000

HK$'000

TURNOVER
2
75,982

68,018

Cost of sales

(55,991
)
(45,300
)



19,991

22,718

Other revenue
2
779

136

Selling and distribution costs

(952
)
(1,226
)

Administrative expenses

(5,671
)
(3,877
)

PROFIT FROM OPERATING ACTIVITIES
3
14,147

17,751

Finance costs
4
(1,425
)
(1,096
)

PROFIT BEFORE TAX

12,722

16,655

Tax
5
(1,070
)
(1,330
)

NET PROFIT FROM ORDINARY ACTIVITIES

  ATTRIBUTABLE TO SHAREHOLDERS

11,652

15,325

EARNINGS PER SHARE

  Basic, HK cents
6
2.9

4.7

Notes:

1.
Basis of presentation and accounting policies

The Company was incorporated in Bermuda on 10 January 2001 as an exempted company with limited liability under the Companies Act 1981 of Bermuda.

Pursuant to a reorganisation scheme to rationalise the structure of the Group in preparation for the listing of the Company's shares on the Stock Exchange in April 2001, the Company became the holding company of the companies now comprising the Group on 26 March 2001 (the "Group Reorganisation"). This was accomplished by acquiring the entire issued share capital of Richlink International Holdings Limited ("Richlink International"), the then holding company of the subsidiaries, in consideration of and in exchange for the allotment and issue of 10,000,000 ordinary shares of HK$0.01 each in the share capital of the Company, credited as fully paid, to the former shareholders of Richlink International, and the existing 10,000,000 nil paid shares, credited as fully paid at par. Further details of the Group Reorganisation and of the subsidiaries acquired pursuant thereto are set out in the Company's year 2001 annual report and the Company's prospectus dated 30 March 2001. The Group Reorganisation involved companies under common control. The unaudited condensed consolidated interim financial statements have been prepared using the merger basis of accounting as a result of the Group Reorganisation completed on 26 March 2001. Under this basis, the Company has been treated as the holding company of its subsidiaries for the financial periods presented rather than from the date of acquisition of the subsidiaries. Accordingly, the unaudited consolidated results of the Group for the six months ended 30 September 2000 and 2001 include the results of the Company and its subsidiaries with effect from 1 April 2000 or since their respective dates of incorporation, where this is a shorter period.

The unaudited condensed consolidated interim financial statements are prepared in accordance with Statement of Standard Accounting Practice ("SSAP") No. 25 "Interim Financial Reporting" issued by the Hong Kong Society of Accountants, and the applicable disclosure requirements of Appendix 16 of the Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited (the "Listing Rules"). The accounting policies and method of computation used in the preparation of these condensed interim financial statements are consistent with those used in the annual financial statements for the year ended 31 March 2001.

These unaudited condensed interim financial statements have been reviewed by the audit committee of the Company and were approved by the Board on 19 December 2001.

2.
Turnover and revenue

Turnover represents the net invoiced value of goods, after allowances for returns and trade discounts. All significant intra-group transactions have been eliminated on consolidation.

An analysis of the Group's turnover and revenue by principal activity is as follows:


Unaudited


Six months ended


30 September


2001

2000


HK$'000

HK$'000

By principal activity

Manufacture and trading of:

  Melamine products
59,223

55,557

  Silicon rubber products
16,759

12,461

Turnover
75,982

68,018

Interest income
429

1

Gross rental income
53

-

Exchange gain, net
52

-

Others
245

139

Other revenue
779

140

Total revenue
76,761

68,158

The Group's turnover is further analysed by geographical area of principal market of the Group's products.


2001

2000


HK$'000

HK$'000

By geographical area

Hong Kong
28,312

24,078

Southeast Asia
20,877

11,699

South America
23,947

24,215

Europe
2,596

7,074

Others
250

952

Turnover
75,982

68,018

3.
Profit from operating activities

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


Unaudited


Six months ended


30 September


2001

2000


HK$'000

HK$'000

Depreciation
7,430

6,847

Exchange losses, net
-

7

Gross and net rental income
(53
)
-

The profit from operating activities by principal activity and by geographical area of principle market of the Group's products is analysed as follows:


Unaudited


Six months ended


30 September


2001

2000


HK$'000

HK$'000

By principal activity

Manufacture and trading of:

  Melamine products
10,769

14,867

  Silicon rubber products
3,378

2,884

Profit from operating activities
14,147

17,751

By geographical area

Hong Kong
5,350

6,783

Southeast Asia
3,878

2,968

South America
4,449

6,144

Europe
419

1,561

Others
51

295

Profit from operating activities
14,147

17,751

4.
Finance costs


Unaudited


Six months ended


30 September


2001

2000


HK$'000

HK$'000

Interest on:

  Bank loans and overdrafts wholly repayable within five years
948

334

  Bank loans wholly repayable beyond five years
400

661

  Other loans
43

51

Interest on finance leases
34

50


1,425

1,096

5.
Tax


Unaudited


Six months ended


30 September


2001

2000


HK$'000

HK$'000

Current period provision for Hong Kong profits tax
1,070

1,330

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 period.

6.
Earnings per share

The calculation of basic earnings per share is based on the net profit from ordinary activities attributable to shareholders for the period of HK$11,652,000 (2000: HK$15,325,000) and the weighted average of 395,648,352 (2000: 328,000,000) ordinary shares.

The weighted average number of shares used to calculate the basic earnings per share for the six months ended 30 September 2000 includes the pro forma issued share capital of the Company, comprising 10,000,000 ordinary shares issued nil paid upon incorporation of the Company, 10,000,000 shares issued for the acquisition of Richlink International and the capitalisation issue of 308,000,000 shares, as described in the Company's prospectus dated 30 March 2001.

The weighted average number of shares used to calculate the basic earnings per share for the six months ended 30 September 2001 includes the above-mentioned 328,000,000 pro forma issued share capital of the Company in issue prior to the listing of the Company's shares on the Stock Exchange and the 72,000,000 ordinary shares issued to the public on 12 April 2001 in connection with the Company's initial public offering.

There were no potential dilutive ordinary shares in existence for the periods ended 30 September 2000 and 2001, and accordingly, no diluted earnings per share has been presented.

BUSINESS REVIEW

The Group was successfully listed on the Main Board of the Stock Exchange on 12 April 2001 by offering 72,000,000 shares at an issue price of HK$0.50 per share, generating net proceeds of approximately HK$25.5 million, which will be used to finance the Group's capital expenditure and strengthen its capital base and financial position. For the six months ended 30 September 2001, the Group recorded satisfactory growth with consolidated turnover growing from HK$68,018,000 to HK$75,982,000, representing approximately a 12% increase over the same period last year. The Group's profit attributable to shareholders for the period amounted to HK$11,652,000 compared with HK$15,325,000 same period last year, representing approximately a 24% decrease. The earnings per share for the period were 2.9 HK cents (2000: 4.7 HK cents).

The Group's main business is focused on the manufacture and sale of silicon rubber keypads and household products made of melamine and silicon rubber including tableware, ashtrays, soap dishes and clocks. During the period under review, the Group has recorded sales of melamine products of approximately HK$59,223,000 (2000: HK$55,557,000), representing an increase of approximately 7% when compared with the corresponding period in 2000. The Group's sales of silicon rubber products, including keypads, amounted to approximately HK$16,759,000 (2000: HK$12,461,000), representing an increase of approximately 34% compared with the same period last year. The Group's turnover was approximately HK$75,982,000 for the six months ended 30 September 2001, of which 78% was attributable to the melamine products and 22% was attributable to the silicon rubber products.

The Group's products are mainly sold to Hong Kong, Southeast Asia, South America, Europe and other markets, which accounted for about 37%, 27%, 32%, 3% and 1% respectively of the Group's turnover for the period ended 30 September 2001.

Melamine Products

ODM and OEM products accounted for approximately 88% and 12% respectively of the turnover of melamine products during the period under review. Starting from the second quarter of 2001, the global economy, especially the US, has been worsening. Given that the Group's OEM products are mainly sold to the US, the sale of these products has decreased accordingly, with the diminishing demand for OEM premium and gift items in the US. In the meantime, the ODM products, which are mainly sold to Southeast Asia and South America, have attained a steady increase in sales volume during the period under review. Given the lower selling price and profit margins of the ODM products, a change in the sale mix between ODM and OEM products rendered an overall reduction in the Group's profit attributable to shareholders for the six months period ended 30 September 2001.

Silicon Rubber Products

The Group's silicon rubber products include silicon rubber keypads, soup dishes, tablemat and other household wares. In view of the electronic products market, which has been continuously downsizing over the recent years, and being a key component of electronic products, the sales of silicon rubber keypads have recorded a decrease of approximately 33% during the period under review.

Apart from the silicon rubber keypads, the Group has begun to develop the silicon rubber household ware in recent years and succeeded in generating substantial revenue to the Group in the past years. During the period under review, the newly developed household ware products have attained a significant growth in sales volume and as a result of which, the overall performance of the sale of silicon rubber products is mounting.

Marketing Strategies

Being a booming enterprise with solid foundation, the Group has put great emphasis on interacting with its customers in product design and development. The marketing staff of the Group is dedicated to maintain a close tie with the customers in the course of product development. Besides, the Group has participated in various exhibitions and trade fairs so as to acquire more information about the latest trends of the household products which helps to provide the most up-to-date product design to the customers.

Prospects

The world economy at present is full of uncertainties. Looking forward, macro prospects for global economy seem discouraging, the actual long-term impact of the "9-11 event" on global customers' sentiment remains uncertain. Under the current uncertain times, the Group will continue to consolidate its core business of supplying both the melamine and silicon rubber products for Hong Kong, Southeast Asia, South America, Europe and other markets.

In contrast with the global economic slowdown, the People's Republic of China (the "PRC") continues its growth momentum. In view of this, the Group will strive to explore the market potential in the PRC. The Group has successfully obtained the PRC domestic sales approval in the late October 2001, paving the way for a sound foundation of the Group's future business development. Considering the enormous market potential for the melamine and silicon rubber household products in the PRC, the Group believes that the sales of its products will be escalating.

Meanwhile, the Group also intends to further explore the potential European market so as to expand the market segmentation of the Group. The Group plans to participate in exhibitions and trade fairs held in Europe in the near future, aiming to introduce its products to the potential European trade partners. With the Group's experienced management team and well-equipped production facilities, the Directors believe that the Group is able to further consolidate its leading position in the industry.

Apart from the OEM products, the Group decides to inject more resources and effort in developing the ODM products that possess substantial market potential. With its stable sales volume and economic production time, the directors believe the future prospect of the ODM product is very positive.

In consideration of the market potential of the newly developed silicon rubber household ware market, the Group will inject more resources in expanding the market by further developing more items so as to meet the increasing demand.

DIVIDEND

The directors do not recommend any interim dividend for the six months ended 30 September 2001.

LIQUIDITY AND FINANCIAL RESOURCES

The Group generally finances its operations with internally generated cash flow and facilities provided by its principal bankers in Hong Kong. During the period, the Group recorded a net cash inflow of approximately HK$49 million, which raised the total cash and cash equivalents to approximately HK$52 million as at the balance sheet date.

The Group's cash and bank balances are mostly held in Hong Kong dollars. The Group's borrowings are made in Hong Kong dollars, approximately 4% of such borrowings bear interest at fixed lending rate. As at 30 September 2001, the Group's borrowing amounted to approximately HK$39 million, out of which approximately 74% is repayable within one year. The gearing ratio of the Group as at 30 September 2001 calculated as a ratio of total debts to total assets is approximately 25%. Net current assets as at 30 September 2001 was approximately HK$55 million and current ratio was maintained at a healthy level of approximately 224%. As the Group's transactions are mostly settled by Hong Kong dollars, Renminbi, or Hong Kong dollars pegged currencies, no use of financial instruments for hedging purposes is considered necessary.

As at 30 September 2001, the Group's leasehold land and buildings and investment property with carrying values of approximately HK$5,389,000 and HK$1,228,000, respectively, were pledged to secure general banking facilities granted to the Group.

EMPLOYEES AND REMUNERATION POLICIES

As at 30 September 2001, the Group had 14 staff working in Hong Kong. In addition, 620 workers are employed pursuant to the Group's processing arrangement with an independent third party.

The Group remunerates its employees largely based on industry practice. Remuneration packages comprised salary, commissions and bonuses based on individual merits.

USE of PROCEEDS

The Group raised approximately HK$25.5 million net of related expenses from the issue of 72 million new shares in connection with the listing of the Company's shares on the Stock Exchange on 12 April 2001. As of 30 September 2001, the net proceeds have been applied as follows:

-
approximately HK$3 million as fixed deposit to secure general banking facilities granted to the Group;

-
approximately HK$2.5 million as general working capital of the Group.
As the existing production capacity of the Group can still satisfy the current production requirements, the Group has postponed the acquisition of additional production machines for its production facilities. The Group has placed the unused balance of the net proceeds with licensed banks in Hong Kong, which will be applied for the intended uses as set out in the Company's prospectus dated 30 March 2001.

PURCHASE, REDEMPTION OR SALE OF LISTED SECURITIES

The Company's shares were listed on the Stock Exchange on 12 April 2001. Save as disclosed above, neither the Company, nor any of its subsidiaries purchased, redeemed or sold any of the Company's listed securities during the period and up to the date of this report.

AUDIT COMMITTEE

The Company established an audit committee (the "Committee") with written terms of reference in compliance with the Code of Best Practice, as set out in Appendix 14 of the Listing Rules. The primary duties of the Committee are to review and supervise the financial reporting process and internal control system of the Group. The Committee comprises two independent non-executive directors. The Group's unaudited financial statements for the period have been reviewed by the Committee, who are of the opinion that such statements comply with the applicable accounting standards, the Listing Rules and legal requirements and that adequate disclosures have been made.

CODE OF BEST PRACTICE

As far as the directors are aware, the Company has complied with the Code of Best Practice, as set out in Appendix 14 of the Listing Rules during the six months ended 30 September 2001.

PUBLICATION OF RESULTS ON THE STOCK EXCHANGE'S WEBSITE

A detailed interim results announcement containing all information required by paragraph 46(1) to 46(6) inclusive of Appendix 16 of the Listing Rules will be published on the Stock Exchange's website (http://www.hkex.com.hk) in due course.

By Order of the Board

FU CHU KAN

Chairman and Managing Director

Hong Kong

19 December 2001

*  For identification purpose only

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