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Euro-Asia Agricultural (Holdings) Company Limited

(incorporated in Bermuda with limited liability)

ANNOUNCEMENT

The directors of Euro-Asia Agricultural (Holdings) Company Limited announced that SEAA, a wholly owned subsidiary of the Company in the PRC, received from Shenyang Tax Bureau a notice dated 12 December 2001 around the end of December 2001 regarding the Revised Ruling on the levy of agricultural tax to be paid by SEAA, under which the agricultural tax on floricultural produces is levied at RMB 5,000 per mu (1 hectare = 15 mu) of farmland on an annual basis (formerly at 10% on the selling price of the floricultural produces).

SEAA will commence commercial production in vegetable in the second half of 2002 and the agricultural tax on such vegetable produces will be levied at RMB200 per mu of farmland under the Revised Ruling.

The new tax treatment regarding the Revised Ruling is granted for a tentative period of 3 years, with retrospective effect, from 1 January 2001 to 31 December 2003. The payment method and arrangement will be subject to mutual agreement between the Shenyang Tax Bureau and SEAA.

Taking into consideration that Revised Ruling was retrospectively effective since 1 January 2001, the unaudited consolidated net profit for the six months ended 30 Jun 2001 would be revised from RMB217 million to RMB267 million, based on the turnover for the period of RMB507 million as reported in the interim report of the Company for the period of the six months ended 30 June 2001, published by the Company on 7 September 2001.

According to the prospectus of the Company dated 9 July 2001, the projected combined profit after taxation but before extraordinary items of the Group for the year ended 31 December 2001 amounts to not less than RMB392 million. After taking into account of the Revised Ruling, the projected combined profit after taxation but before extraordinary items of the Group for the year ended 31 December 2001 shall remain consistent with the same in the prospectus of the Company.

As a result of the Revised Ruling, the assumption in relation to the rate of taxation in the PRC on which the profit forecast as set out in the section headed "Financial information - Profit forecast" in the prospectus of the Company issued on 9 July 2001 was based has been materially affected. However, the directors of the Company consider that the Revised Ruling will lower the tax liability of the Group's floricultural and vegetable produces and has an overall positive impact on the profit of the Group during the period for which the Revised Ruling is effective.

The directors of Euro-Asia Agricultural (Holdings) Company Limited (the "Company") announced that Shenyang Euro-Asia Agriculture Development Company Limited ("SEAA"), a wholly owned subsidiary of the Company in the PRC, received from Shenyang Yu Hong District Financial Bureau ("Shenyang Tax Bureau") a notice dated 12 December 2001 around the end of December 2001 regarding the revised ruling on the levy of agricultural tax to be paid by SEAA (the "Revised Ruling").

A press announcement was not promptly made on or about the receipt of the Revised Ruling because the directors of the Company consider that it is prudent for the Company to consult the legality and enforceability and financial implications of the Revised Ruling respectively with their professional advisers before a formal press announcement should be made to ensure that the shareholders of the Company and potential investors could be fully and accurately informed.  

The Company sought the advice of the PRC legal advisers at the beginning of January 2002 and the Company was given legal advice on 1 February 2002 to enable the directors of the Company to form an informed view on the binding effect of the Revised Ruling. The directors of the Company further confirm that they have used their best endeavour to obtain all the information necessary in forming their view with regard to the effect of the Revised Ruling and make this announcement immediately after all such information has been obtained.

The Revised Ruling is consistent with the intention of the Shenyang local authority to support the modernization and to catalyze the technological development of the agricultural industry in the PRC. 

Under the Revised Ruling, the agricultural tax on floricultural produces is levied at RMB 5,000 per mu (1 hectare = 15 mu) of farmland on an annual basis (formerly at 10% on the selling price of the floricultural produces). SEAA will commence commercial production in vegetable in the second half of 2002 and the agricultural tax on such vegetable produces will be levied at RMB200 per mu of farmland under the Revised Ruling. 

The new tax treatment regarding the Revised Ruling is granted for a tentative period of 3 years, with retrospective effect, from 1 January 2001 to 31 December 2003. The payment method and arrangement will be subject to mutual agreement between the Shenyang Tax Bureau and SEAA.

The directors of the Company had confirmed with the PRC legal adviser of the Company that Shenyang Tax Bureau is a valid, legal and competent authority to grant the Revised Ruling and the issuance of the notice dated 12 December 2001 regarding the Revised Ruling was a valid and legal administrative act within the scope of authority granted to Shenyang Tax Bureau to be normally exercised in accordance with the laws and regulations in the PRC.

Taking into consideration that Revised Ruling on agricultural tax was retrospectively effective since 1 January 2001, the unaudited consolidated net profit for the six months ended 30 Jun 2001 would be revised from RMB217 million to RMB267 million, based on turnover for the period of RMB507 million as reported in the interim report of the Company for the period of the six months ended 30 June 2001, published by the Company on 7 September 2001, subject to any possible adjustment pending the finalisation of the operating result of the Company for the year ended 31 December 2001.

According to the prospectus of the Company dated 9 July 2001, the projected combined profit after taxation but before extraordinary items of the Group for the year ended 31 December 2001 amounts to not less than RMB392 million. The directors of the Company in forming their view, confirm after taking into account of the Revised Ruling, the projected combined profit after taxation but before extraordinary items of the Group for the year ended 31 December 2001 shall remain consistent with the same as set out in the prospectus of the Company.

As a result of the Revised Ruling, the assumption in relation to the rate of taxation in the PRC on which the profit forecast as set out in the section headed "financial information - Profit forecast" in the prospectus of the Company issued on 9 July 2001 was based has been materially affected. However, the directors of the Company consider that the Revised Ruling is cost saving in terms of lowering the tax liability of the Group's floricultural and vegetable produces and is beneficial to the Group's business and has an overall positive impact on the profit of the Group during the period for which the Revised Ruling is effective. 

Trading in the Shares was suspended from 10:00 a.m. on 4 February 2002 at the request of the Company pending the release of this announcement. Application has been made for trading in the Shares to resume at 10:00 a.m. on 5 February 2002.

Shareholders and investors of the Company are reminded to exercise caution when dealing in the shares of the Company.


By Order of the Board


Euro-Asia Agricultural (Holdings) Company Limited


YANG BIN


Chairman

Hong Kong, 5 February 2002

Please also refer to the published version of this announcement in South China Morning Post dated 5 February 2002 and the corresponding Chinese version in Hong Kong Economic Times dated 5 February 2002.
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