Euro Asia Agricultural (Holdings) Company Limited

(incorporated in Bermuda with limited liability)

RESULTS ANNOUNCEMENT 

FOR THE YEAR ENDED 31 DECEMBER 2001

RESULTS

The Board of Directors (the "Board" of Euro Asia Agricultural (Holdings) Company Limited (the "Company" is pleased to announce the audited consolidated results of the Company and its subsidiaries (the "Group") for the year ended 31 December 2001 together with the comparative figures for 2000 as follows:


Year ended 31 December


Note
2001

2000



RMB'000

RMB'000

Turnover
3
1,102,252

670,066

Agricultural tax
6
(1,275
)
(67,007
)

Net sales

1,100,977

603,059

Cost of sales
4(b)
(516,110
)
(380,166
)

Gross profit

584,867

222,893

Interest income
3(a)
1,271

1

Research and development expenses
4(c)
(1,103
)
-

Distribution expenses

(27,755
)
(18,731
)

General and administrative expenses

(36,152
)
(13,205
)

Profit from operations

521,128

190,958

Finance costs
5
(17
)
-

Other non-operating expenses -

  Loss on disposal of fixed assets

(18
)
-

Profit for the year
4
521,093

190,958

Income tax
6
-

-

Profit attributable to shareholders

521,093

190,958

Dividends
7
119,852

-

Earnings per share - Basic
9
RMB37.03 cents

RMB15.91 cents

Notes:

1.
BACKGROUND OF THE COMPANY

Euro-Asia Agricultural (Holdings) Company Limited (the "Company") was incorporated and registered as an exempted company with limited liability in Bermuda under the Companies Act 1981 of Bermuda (as amended) on 6 April 2001. The Company was listed on The Stock Exchange of Hong Kong Limited (the "Hong Kong Stock Exchange") on 19 July 2001.

Pursuant to a group reorganisation (the "Group Reorganisation"), details of which have been set out in the Company's prospectus dated 9 July 2001 ("Prospectus", the Company, in aggregate, issued 1,200,000,000 shares of HK$0.10 each to Wise Capital Investments Limited ("Wise Capital") credited as fully paid in exchange for a 100% equity interest in Success Honour Limited ("Success Honour") which is the holding company of Shenyang Euro-Asia Agriculture Development Co., Ltd. ("SEAA"), a wholly foreign-owned enterprise incorporated in the Peoples' Republic of China (the "PRC". Pursuant to the transfer agreements, details of which have been described in the Company's Prospectus, SEAA, with effect from 1 January 2001, assumed and now carries on the floricultural business previously operated by Shenyang Euro-Asia Industrial Company Limited ("SEAI"), a company wholly owned and controlled by Mr. Yang Bin, the president, an executive director and controlling shareholder of the Company. Upon completion of the Group Reorganisation, the Company became the holding company of Success Honour and SEAA, and a subsidary of Wise Capital. The Company  and its subsidiaries are collectively referred as the "Group".

As Mr. Yang Bin controlled the floricultural business before and after the Group Reorganisation, the Group Reorganisation has been accounted for as a reorganisation of companies under common control and on the basis of merger accounting.

2.
BASIS OF PRESENTATION

The financial statements are presented under the historical cost convention, modified with respect to the valuation of the purchased and self-grown seedlings and flowers included in the inventories, and in accordance with Statements of Standard Accounting Practice issued by the Hong Kong Society of Accountants, accounting principles generally accepted in Hong Kong, the disclosure requirements of the Hong Kong Companies Ordinance and the Rules Governing the Listing of Securities on the Hong Kong Stock Exchange.

As described above, the Group Reorganisation was among companies under common control and owned by the same shareholder; therefore, the transaction has been accounted for on the basis of merger accounting in accordance with Statement of Standard Accounting Practice No. 27 "Accounting for group reconstructions" Under the merger accounting method, the consolidated financial statements have been prepared as if the Company had been the holding company of the Group throughout the year ended 31 December 2001, rather than from the date on which the Group Reorganisation was completed.

The comparative figures as at and for the year ended 31 December 2000 have been presented on the same basis.

3.
TURNOVER, OTHER REVENUE AND SEGEMENT INFORMATION

(a)
Turnover and revenue of the Group comprise the following:






Year ended 31 December


2001

2000


RMB'000

RMB'000

Turnover

  - Sales of seedlings and flowers
998,241

670,066

  - Sales of vegetables
104,011

-


1,102,252

670,066

Other revenue

  - Interest income on bank deposits
1,271

1

Total revenue
1,103,523

670,067

*For identification only.

(b)
An analysis of the Group's turnover by type of floricultural and agricultural produce is as follows:


Year ended 31 December




2001

2000




RMB'000

RMB'000

Sales of seedlings and flowers

  -
Orchid seedlings and flowers



-Cymbidium
401,443

386,043



-Phalaenopsis
385,326

241,667

  -
Other flowers
211,472

42,356




998,241

670,066

Sales of vegetables
104,011

-

Total


1,102,252

670,066

(c)
The results of the Group's major business activities for the year ended 31 December 2001 and 2000 are summarised below:


2001
2000


Sales of 





Sales of 


seedlings and 

Sales of 



seedlings and 


flowers

vegetables

Total

flowers


RMB'000

RMB'000

RMB'000

RMB'000

Turnover
998,241

104,011

1,102,252

670,066

Agricultural tax
(1,275
)
-

(1,275
)
(67,007
)

Net sales
996,966

104,011

1,100,977

603,059

Cost of sales
(434,710
)
(81,400
)
(516,110
)
(380,166
)

Gross profit
562,256

22,611

584,867

222,893

Unallocated items:

Interest income




1,271

1

Research and 

  development expenses




(1,103
)
-

Distribution expenses




(27,755
)
(18,731
)

General and 

  administrative expenses




(36,152
)
(13,205
)

Profit from operations




521,128

190,958

Finance costs




(17
)
-

Other non-operating 

  expenses - Loss on 

  disposal of fixed assets




(18
)
-

Profit for the year




521,093

190,958

Income tax



-

-

Profit attributable to 

  shareholders




521,093

190,958

(d)
An analysis of the Group's turnover by geographical destination of shipments is as follows:






Year ended 31 December


2001

2000


RMB'000

RMB'000

Japan
238,521

106,158

Korea
65,425

94,886

The Netherlands
329,556

225,395

The PRC
468,750

243,627

Total
1,102,252

670,066

(e)
The results of the Group by geographical destination of shipments for the year ended 31 December 2001 and 2000 are summarised as follows:

(i)
2001






The 


Japan

Korea

Netherlands

The PRC

Total


RMB'000

RMB'000

RMB'000

RMB'000

RMB'000

Turnover
238,521

65,425

329,556

468,750

1,102,252

Agricultural tax
(117
)
(48
)
(324
)
(786
)
(1,275
)

Net sales
238,404

65,377

329,232

467,964

1,100,977

Cost of sales
(121,579
)
(16,262
)
(110,359
)
(267,910
)
(516,110
)

Gross profit
116,825

49,115

218,873

200,054

584,867

Unallocated items:

Interest income








1,271

Research and 

  development expenses








(1,103
)

Distribution expenses








(27,755
)

General and 

  administrative expenses








(36,152
)

Profit from operations








521,128

Finance costs








(17
)

Other non-operating 

  expenses - Loss on 

  disposal of fixed assets








(18
)

Profit for the year








521,093

Income tax








-

Profit attributable to 

  shareholders








521,093

(ii)
2000






The 


Japan

Korea

Netherlands

The PRC

Total


RMB'000

RMB'000

RMB'000

RMB'000

RMB'000

Turnover
106,158

94,886

225,395

243,627

670,066

Agricultural tax
(10,616
)
(9,489
)
(22,539
)
(24,363
)
(67,007
)

Net sales
95,542

85,397

202,856

219,264

603,059

Cost of sales
(54,196
)
(49,442
)
(128,171
)
(148,357
)
(380,166
)

Gross profit
41,346

35,955

74,685

70,907

222,893

Unallocated items:

Interest income








1

Research and 

  development expenses









-

Distribution expenses








(18,731
)

General and 

  administrative expenses








(13,205
)

Profit from operations








190,958

Finance costs








-

Other non-operating 

  expenses - Loss on 

  disposal of fixed assets








-

Profit for the year








190,958

Income tax








-

Profit attributable to shareholders








190,958

(f)
The Group's operations are primarily performed in the PRC, where substantially all of its consolidated assets and liabilities are located.

The business activity of trading vegetables accounted for less than 10% of the Group's consolidated assets and liabilities; therefore, an analysis of consolidated assets and liabilities by business activity is not considered necessary.

4.
PROFIT FOR THE YEAR

(a)
Profit of the Group for the year was determined after charging the following:






Year ended 31 December


2001

2000


RMB'000

RMB'000

Staff costs (including directors' 

  emoluments) 

    - salaries and wages
5,291

1,215

    - provision for staff welfare, 

        bonus and subsidies
8,634

8,328

    - contribution to retirement 

        benefits
61

12


13,986

9,555

Cost of sales (Note (b) below)
516,110

380,166

Interest expense
17

-

Exchange loss, net
2,696

388

Loss on disposal of fixed assets
18

-

Transport agency fees
7,096

4,198

Export agency fees
18,972

13,043

Rental expense
807

-

Professional fees
8,005

- 

Depreciation of leasehold improvements, 

  computer equipment, motor vehicles, 

  furniture and office equipment
1,628

1,284

Auditors' remuneration
1,219

-

Research and development expenses 

  (Note (c) below)
1,103

- 

(b) 
Details of cost of sales of the Group are set out below:






Year ended 31 December




2001

2000




RMB'000

RMB'000

Cost of inventories
462,682

306,211

Production costs

  -
Depreciation of 


-Owned greenhouses and 



  auxiliary facilities
13,481

14,191


-Owned production machinery 



  and equipment
165

215

  -
Operating lease rental of land
1,525

1,621

  -
Amortisation of prepaid rental 
483

370

  -
Greenhouse management fees
1,417

1,331

  -
Utility expenses
2,766

3,932

  -
Labour costs
1,849

2,135

  -
Laboratory costs 


-
Depreciation of owned 



  greenhouse laboratory
1,767

702


-
Depreciation of owned production 



  machinery and equipment
255

-


-Greenhouse laboratory 



  management fees
24

19


-Labour
1,172

146


-Rental expense
63

- 


-Direct expenses
22,204

31,710


-Raw materials consumed
2,599

2,451


-Consumption of accessories
2,950

14,037


-Utility expenses
708

1,095




31,742

50,160




516,110

380,166

(c)
Details of research and development expenses of the Group are set out below:






Year ended 31 December


2001

2000


RMB'000

RMB'000

Depreciation of owned 

  greenhouse laboratory
188

- 

Depreciation of owned production 

  machinery and equipment
66

- 

Labour
418

- 

Rental expense
154

- 

Raw materials consumed
46

- 

Utility expenses
231

- 


1,103

- 

5.
FINANCE COSTS

Finance costs represent interest on the bank loan and are charged to the income statement in the year in which they incurred.

6.
TAXATION

(a)
The Company is exempted from taxation in Bermuda until 28 March 2016. No provision for Hong Kong profits tax has been made as there are no estimated assessable profits (2000: Nil) generated from the operations in Hong Kong during the year.

(b) 
Enterprise Income Tax ("EIT")

In accordance with the relevant tax rules and regulations applicable to foreign investment enterprises in the PRC, SEAA, being a wholly foreign-owned enterprise established by the Group in the PRC with an operating period of more than ten years, is entitled to full exemption from state income tax and local income tax for two years and five years respectively commencing from the first profit-making year after offsetting prior year's losses (being the year ended 31 December 2001), followed by a 50% reduction of both state income tax and local income tax for the next three years. The rates of state income tax and local income tax applicable to SEAA are 30% and 3% respectively.

(c)
Agricultural tax

In the prior year, the agricultural tax liability was calculated at a rate of 10% on the sales revenue of the floricultural produce sold by the Group. Under a notice dated 12 December 2001 issued by Shenyang Yu Hong District Finance Bureau, a special concessionary treatment was granted to the Group under which the agricultural tax was calculated at an annual rate of RMB5,000 per mu of farmland occupied by the Group. The concessionary treatment was granted by the local district finance bureau for a tentative period of 3 years with effect from 1 January 2001 to 31 December 2003. 

7.
DIVIDENDS






Group


2001

2000


RMB'000

RMB'000

Final, proposed, of HK$0.0681 (equivalent to 

  RMB0.0722) per share for 2001
119,852

- 

Dividends amounting to approximately RMB119,852,000 (2000: Nil) above are proposed after the balance sheet date but before the financial statements approval date and are not recognised as a liability as at the balance sheet date accordingly.

8.
RESERVES

During the year, the amount transferred from profit attributable to shareholders to statutory reserve fund comprises:






Year ended 31 December


2001

2000


RMB'000

RMB'000

Transfer to statutory reserve fund
53,705

- 

In accordance with the relevant PRC regulations, SEAA, being a wholly foreign-owned enterprise established by the Group in the PRC, is required to provide for certain statutory funds, namely, reserve fund and staff and workers' bonus and welfare fund, which are appropriated from net profit after taxation but before dividend distribution. SEAA is required to allocate at least 10% of its net profit to the reserve fund until such reserve fund reaches 50% of the registered capital of SEAA. Appropriation to the staff and workers' bonus and welfare fund is at the discretion of the management. The reserve fund can only be used, upon approval by the relevant authority, to offset accumulated deficit or increase capital. The staff and workers' bonus and welfare fund can only be used for employees' special bonuses and welfare facilities, and assets acquired through this fund shall not be taken as the assets of SEAA. 

Appropriations to the statutory reserve fund are recorded as profit appropriation and the balance of the fund is recorded as a reserve.

9.
EARNINGS PER SHARE

Basic earnings per share is calculated based on the profit attributable to shareholders of approximately RMB521,093,000 and on the weighted average number of 1,407,068,000 shares in issue during the year.

The comparative earnings per share is calculated based on the profit attributable to shareholders of RMB190,958,000 and the 1,200,000,000 shares deemed to be in issue throughout 2000 as if the Group Reorganisation had been completed on 31 December 1999. 

There were no potential dilutive shares in existence for the year ended 31 December 2001 and 2000; therefore, no diluted earnings per share are presented.

FINAL DIVIDENDS

The Board recommends the payment of a final dividend of HK$0.0681 (RMB0.0722) per share to the shareholders whose names appear on the register of members of the Company at 4:00 p.m. on 16 May 2002, totalling HK$113,046,000 (RMB119,852,000). In order to qualify for the proposed final dividend, all share transfers, accompanies by the relevant share certificates must be lodged with Central Registration Hong Kong Limited, the branch share registrars of the Company in Hong Kong at Units 1712-1716, 17th Floor, Hopewell Centre, 183 Queen's Road East, Hong Kong, for registration not later than 4:00 p.m. on 16 May 2002. The cheques for dividend payment will be sent on about 31 May 2002.

BUSINESS OUTLOOK

Greenhouse Expansion in 2001

The Company and its business model have been steered into a fast growth phase by the listing on the main board of the Hong Kong Stock Exchange. The equity raised offers an important source of funding for expansion of an additional 40 hectares of computerised greenhouses and help enhancing the Company's production capacity and cost advantage.

Productivity Management in 2002

For the Company, 2002 will thus be a year of management adjustment and consolidation. The Board reckons that, with an expanded scale to 67 hectares by September 2002 from 17 hectares by end-2001, the Company needs to implement the follow-on intake and training of new staff in sales, finance and accounting, general administration as well as production supporting functions. To increase and sustain staff productivity shall be top of the Company's agenda after addressing greenhouse productivity this year.

Quality Control and Brand Building

"Euro-Asia" as a brand name has been a successful player in the China market over the past few years. This brand name has further been recognised by overseas investors and importers after the Company's shares were listed on the Hong Kong Stock Exchange. Riding on this success, the Board is of the view that quality control should be carefully maintained, especially in compliance with the strict import quarantine and food safety standards set by the customs and health departments of export markets. To achieve this, the Board has decided to invest in cold-chain equipment and other production auxiliary facilities to enhance the value of the Company's supply chain to importers.

Opportunities Induced By Japanese Yen Depreciation - Market Penetration and Product Diversification

In early 2002, Japanese Yen has depreciated sharply by about 15%. A weakened Yen is beneficial to the Company as more Japanese importers who used to purchase from the Dutch market will turn to China to source horticultural produce. Being an expert in greenhouse farming and order-farming, the Company will diversify into production of cut flowers and vegetables for export markets. The Board believes that product diversification this year will cause overall profit margin to narrow slightly. However, this will be offset by cost saving from scale economies and mitigation of seasonality of demand for its horticultural produce.

MANAGEMENT DISCUSSION AND ANALYSIS

Company Profile

The Group engages in Dutch technology-based greenhouse cultivation and integrated processing of Orchid seedlings and other flowers and vegetables for sale to wholesalers, growers, export agents and importers. Geographical sales have been biased to export markets mainly. Domestic sales made up less than 40% of total turnover in the past two years.

Operating Performance

Turnover grew by 64% to RMB1,102.3 million in 2001. By product mix, Orchid seedlings and plants of Phalaenopsis and Cymbidium continued to have dominated 72% of total turnover. Among these, sales of young plants made up 56% of total turnover, Sales of other flowers edged up slightly to 19% of total turnover. Towards the end of the year, there was inaugural export trading of vegetables (mainly broccoli, pod peas and hairy beans) to Japanese market. This first time contribution from the newly set up Japanese offices commanded 9% of total turnover.

By destination, export sales and domestic sales recorded 58% and 42% of total turnover respectively. The most significant change by destination was export to Japan. It increased by 6 percentage point to 22% fuelled by the trading export of vegetables.

By activity, greenhouse cultivation of floricultural produce jumped by 206% at the expense of greenhouse processing and trading of horticultural produce. As a result of full-year contribution from greenhouse operation in 2001, profit margin was improved significantly.

Operating Expenses

Cost of sales was 57% of total turnover in 2001. Thanks to the tax saving from agricultural tax concession, the overall cost of sales dropped by 10 percentage points to 47%. For the year, distribution expenses stayed at 3% while the general and administrative expenses edged up 1 percentage points to 3% of total cost of sales due to the non recurrent cost of public listing.

Profitability

Gross profit margin rose to 53% in 2001 from 33% in 2000, while net profit margin expanded to 47% from 28% in the respective period. Management estimated that the concession from agricultural tax had contributed about 10 percentage points to net profit margins. Enterprise income tax holiday added another 15 percentage points to bottom line margins in 2001.

Productivity

On the other hand, effective managerial planning and production supervision had led to productivity gain. Measured by annual sales per average number of staff, productivity gained by 10.5% to RMB4.2 million in 2001. In terms of greenhouse productivity, gross profit per hectare was up by 38% to RMB20.0 million in the second half when compared with gross profit per hectare (annualised) of RMB14.5 million in the first half. On cost side, economies of scale trimmed cost of sales by 23% to RMB3.1 million.

Financial Performance

The cycle of working capital in the Company had been doing well. Current ratio soared to 7.2 times due to the strong cash generated from the underlying business and the deposits and other receivables made for the procurement of agricultural produce for processing and exports. Meanwhile, the excellent quality of the Company's existing and new customers in China and abroad bodes well for its working capital cycle and concurs well with its sound sales policy laid down by the Chairman. At end-2001, the Company had RMB31.8 million short-term bank loans, and remained in net cash position on 31 December 2001.

Liquidity Ratio

The liquidity ratio, or quick ratio, of the Company was 6.1x in 2001, compared with 0.6x in 2000. Similar to the current ratio, it was bolstered by RMB358.4 million of cash and bank balances and RMB266.4 million of deposits and other receivables. Due to strict credit policy, 100% of the trade receivables aged within 1 month, with receivable turnover shortened to 12 days from 17 days. Inventory turnover days also dropped to 29 days from 52 days. Trade payable turnover was down to 7 days from 23 days. The group's domestic sales transactions were in RMB while export transactions were in US dollars mainly. No hedging was engaged into as RMB versus US dollars remained broadly stable throughout the year.

Internal Cash Resources

Internal cash resources include cash and bank balances as well as standby general banking facilities. At end-2001, the Group's cash and bank balances were recorded at RMB358.4 million, while the Group's short-term bank borrowing was RMB31.8 million. In February 2002, the Company obtained a RMB159 million loan from a Mainland Chinese bank to finance the acquisition of 10 hectares of greenhouses and office buildings from the Chairman's private company, SEAI. The greenhouses were valued at construction cost of RMB107 million, while the office buildings were valued at fair market value of RMB70 million by independent professional appraiser, and represented fair market value. Both acquisitions were for the long-term benefit of the Company's corporate brand-building and production capacity respectively, and were passed by the shareholders' Special General Meeting (the "SGM") on 9 February 2002.

The group was also granted a bilateral 3-year revolving credit facility of HK$30 million from a commercial bank in Hong Kong in December 2001, and another bilateral 3-year short-term money market revolving credit facility of HK$30 million from another commercial bank in Hong Kong in January 2002. The three-year borrowing cost for both credit facilities is HIBOR plus 1.875% per annum. The bilateral banking facilities serve as additional sources of working capital at low cost to finance the export trading of vegetables.

Net current assets were RMB698.9 million at end-2001, up by 2,344%. Net assets were RMB1,437.4 million, up by 443%. EBITDA was RMB539.1 million, up by 160%.

Capital Structure

At end-2001, the share capital of the Group was approximately RMB176.0 million, compared with RMB127.2 million at end-2000. At end-2001, shareholders' funds (before distribution of dividends) were approximately RMB1,437.4 million, up from approximately RMB264.9 million at end-2000.

Staff and Remuneration Policies

At end-2001, the total number of employees was 322, up from 200 at end-2000. There were 32 management staff and 290 workers at end-2001, up from 25 management staff and 175 workers at end-2000 respectively. Personnel expenses amounted to RMB3.1 million, or 0.6% of cost of sales. Salaries and wages were determined based on their talents and experience, with discretionary bonuses awarded to outstanding employees. The Board is considering the grant of share options to senior management staff. A share option scheme is being formulated with the advice of an independent management consultant.

The Board is also in the process of engaging into Directors and Officers Insurance for all directors and senior management with supervisory role to protect the Group from any contingent liability that might arise in the course of normal business operations.

Use of IPO Proceeds

Total net proceeds of RMB651.3 million were raised from the stock market by initial public offerings in July 2001. Capital expenditures for 40 hectares of new greenhouses and the necessary auxiliary equipments amounted to approximately RMB516.6 million. The original budget in Prospectus of RMB380 million did not include the processing, cold storage, heating, and construction of the transport infrastructures to complement the physical site operation of the greenhouses. The expenditures in research and development and new sales offices amounted to approximately RMB1.1 million and RMB3.3 million respectively, both below the original budget. The acquisition of the new office buildings after 9 February 2002 caused the delayed expansion in research and development in tissue culture and hybridisation. On the other hand, two sales offices were set up in Japan in September 2001 as scheduled. Information technology platform was also being invested in the Japanese sales offices to enhance the efficiency of the electronic trading platform. The unexpected tragedy of the 11 September 2001 in the World Trade Centre in the United States had depressed the confidence of the global economy. As a result, the Company's expansion of sales offices overseas has been put into a halt in the last quarter of 2001 before the management is able to re-assess its overseas marketing plan including the pilot plan to enter the US flower market.

Connected Transactions

On 21 December 2001, SEAA, a wholly owned subsidiary of the Company entered into the greenhouse acquisition agreement with SEAI in relation to the acquisition by SEAA of SEAI's entire interest, right and title in the greenhouse facilities for a consideration of RMB107,348,100 (the "Greenhouse Acquisition Agreement"). This transaction has been mentioned in the Prospectus in July 2001.

On 21 December 2001, SEAA entered into the lease agreement with SEAI in relation to the lease by SEAA from SEAI of a piece of land owned by SEAI with an aggregate area of approximately 14.6 hectares situated at Bajiaji Village, Beiling Xiang, Yuhong District, Shenyang City, Liaoning Province, PRC for a term of 20 years commencing on the date on which the last of the conditions precedent under the lease agreement had been fulfilled, at an annual leasing fee of RMB125,000 per hectare (the "Lease Agreement"). This transaction has also been mentioned in the Prospectus in July 2001.

In addition, on 21 December 2001, SEAA also entered into an office building acquisition agreement with SEAI in relation to the acquisition by SEAA of SEAI's entire interest, right and title in the office buildings for a consideration of RMB70,000,000 (the "Office Building Acquisition Agreement").

The considerations payable under the Greenhouse Acquisition Agreement and the Office Building Acquisition Agreement were settled by SEAA's internal cash resources and banking facilities. The annual leasing fee payable under the Lease Agreement will also be settled by SEAA's internal resources. The Company has not utilised any of the proceeds from the initial public offering of the Company for the purposes of the Greenhouse Acquisition Agreement, the Lease Agreement and the Office Building Acquisition Agreement.

As SEAI is wholly owned by Euro Asia International Import en Export Trade Company B.V., which in turn is beneficially wholly owned by Mr. Yang Bin, the ultimate controlling shareholder and an executive director of the Company, SEAI is hence an associate of Mr. Yang Bin and a connected person of the Company for the purpose of the Listing Rules.

Under the Listing Rules, the Greenhouse Acquisition Agreement, the Lease Agreement and the Office Building Acquisition Agreement constituted discloseable and connected transactions of the Company and were subject to the approval by the independent shareholders at the SGM. The relevant SGM was held on 9 February 2002 and approved the entering into of the above discloseable and connected transactions by the Company. Note that as Wise Capital, a company of which Mr. Yang is the sole shareholder, is the immediate holding company of the Company holding 72.3% equity interest, Wise Capital and its associates abstained from voting at the SGM for the approval of the above discloseable and connected transactions of the Company.

Independent non-executive directors confirmed that the connected transactions referred to in the Prospectus have been entered in the manner as stipulated in paragraphs 1 and 2 of "Waivers from the Stock Exchange" under the section of "Connected Transaction" in the Prospectus.

Substantial Shareholders

As at 31 December 2001, the register of substantial shareholders maintained under Section 16(1) of the SDI Ordinance showed that, other than the interests disclosed above in respect of certain directors, the following shareholders had a beneficial interest of 10 per cent or more in the issued share capital of the Company:

Name of Shareholder
Number of shares
%

Wise Capital Investments Limited (Note)
1,200,000,000
72.3%

Note: Wise Capital Investments Limited is a company incorporated in Mauritius with limited liability which is legally and wholly owned by Mr. Yang Bin.

Purchase, Sale and Redemption of Shares

During the year, neither the Company nor any of its subsidiaries has purchased, sold or redeemed any of the Company's listed securities.

Audit Committee

The audit committee comprising of Mr. Li Weibin and Mr. Wang Xiaojun, the two independent non-executive directors of the Company, has reviewed with the management the accounting principles and practices adopted by the Group and discussed auditing, internal control and financial reporting matters including the review of the audited annual financial statements.

Compliance with the Code of Practice

The Company has complied throughout the year with the Code of Best Practice as set out by the Stock Exchange of Hong Kong Limited in Appendix 14 to the Listing Rules.

Publication of  the Final Results on the Website of HKSE

The 2001 annual report containing all the information required by paragraphs 45(1) to 45(3) inclusive of Appendix 16 of the Listing Rules will be published on the website of the Hong Kong Stock Exchange at www.hkex.com.hk in due course.

By the Order of the Board

Mr. YANG Bin

Chairman

11 April 2002

NOTICE OF ANNUAL GENERAL MEETING

NOTICE IS HEREBY GIVEN that the annual general meeting of Euro-Asia Agricultural (Holdings) Company Limited (the "Company") will be held at Plaza Room, Plaza Conference Centre, 35/F, Central Plaza, 18 Harbour Road, Wanchai, Hong Kong on 8 May 2002 at 10:30 a.m. to transact the following ordinary business:

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

2.
to declare a final dividend for the year ended 31 December 2001;

3.
to re-elect directors and to fix their remuneration;

4.
to re-appoint the Company's auditors and to authorise the directors to fix their remuneration;

and, as special business, to consider and, if thought fit, passing the following resolutions as ordinary resolutions:

Ordinary Resolutions

5.
THAT:

(a)
subject to paragraph (c) below, pursuant to the Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited, the exercise by the Directors of the Company during the Relevant Period of all the powers of the Company to allot, issue and deal with unissued shares in the capital of the Company and to make or grant offers, agreements and options which might require the exercise of such powers be and the same is hereby generally and unconditionally approved;

(b)
the approval in paragraph (a) above shall authorise the Directors of the Company 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 options or otherwise) by the Directors of the Company pursuant to the approval in paragraph (a) above, otherwise than pursuant to (i) a Rights Issue; or (ii) the exercise of any option under the share option scheme 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 a dividend on shares in accordance with the Bye-laws of the Company in force from time to time, shall not exceed the aggregate of:

(i)
20 per cent. of the aggregate nominal amount of the share capital of the Company in issue on the date of the passing of this Resolution; and

(ii)
(if the Directors of the Company are so authorised by a separate ordinary resolution of the shareholders of the Company) the nominal amount of any share capital of the Company repurchased by the Company subsequent to the passing of this Resolution (up to a maximum equivalent to 10 per cent. of the aggregate nominal amount of the share capital of the Company in issue on the date of the passing of this Resolution),

and the authority pursuant to paragraph (a) of this Resolution shall be limited accordingly; and

(d)
for the purposes of this Resolution:

"Relevant Period" means the period from the date of the passing of this Resolution until whichever is the earliest 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, the Companies Act 1981 of Bermuda or any other applicable law of Bermuda to be held; and

(iii)
the passing of an ordinary resolution by the shareholders of the Company in general meeting revoking or varying the authority given to the Directors of the Company by this Resolution;

"Rights Issue" means an offer of shares in the Company, or offer or issue of warrants, options or other securities giving rights to subscribe for shares open for a period fixed by the Directors of the Company to holders of shares in the Company on the register on a fixed record date in proportion to their then holdings of shares (subject to such exclusion or other arrangements as the Directors of the Company may deem necessary or expedient in relation to fractional entitlements, or having regard to any restrictions or obligations under the laws of, or the requirements of, or the expense or delay which may be involved in determining the existence or extent of any restrictions or obligations under the laws of, or the requirements of, any jurisdiction outside Hong Kong or any recognised regulatory body or any stock exchange outside Hong Kong).

6.
THAT:

(a)
the exercise by the Directors of the Company during the Relevant Period of all powers of the Company to purchase its shares on The Stock Exchange of Hong Kong Limited or any other stock exchange on which the shares of the Company may be listed and recognised by the Securities and Futures Commission and The Stock Exchange of Hong Kong Limited for such purpose, and otherwise in accordance with the rules and regulations of the Securities and Futures Commission, The Stock Exchange of Hong Kong Limited, the Companies Act 1981 of Bermuda and all other applicable laws in this regard, be and the same is hereby generally and unconditionally approved;

(b)
the aggregate nominal amount of shares which may be purchased by the Company pursuant to the approval in paragraph (a) during the Relevant Period shall not exceed 10 per cent. of the aggregate nominal amount of the issued share capital of the Company as at the date of the passing of this Resolution and the authority pursuant to paragraph (a) of this Resolution shall be limited accordingly;

(c)
for the purposes of this Resolution, "Relevant Period" means the period from the date of the passing of this Resolution until whichever is the earliest 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, the Companies Act 1981 of Bermuda or any other applicable law of Bermuda to be held; and

(iii)
the passing of an ordinary resolution by the shareholders of the Company in general meeting revoking or varying the authority given to the Directors of the Company by this Resolution.

7.
THAT the Directors of the Company be and they are hereby authorised to exercise the authority referred to in paragraph (a) of Resolution 5 above in respect of the share capital of the Company referred to in sub-paragraph (ii) of paragraph (c) of such Resolution.

By Order of the Board

Euro-Asia Agricultural (Holdings) Company Limited

Yang Bin

Chairman

Hong Kong, 10 April 2002

Principal office:

Rooms 2703-2706,

27th Floor, Office Tower,

Convention Plaza,

No.1 Harbour Road, Wanchai,

Hong Kong

Notes:

1.
A member entitled to attend and vote at the meeting convened by the above notice is entitled to appoint one or more proxy to attend and, subject to the provisions of the Bye-laws of the Company, vote in his stead. A proxy need not be a member of the Company.

2.
In order to be valid, the form of proxy must be deposited at the share registrars of the Company in Hong Kong, Central Registration Hong Kong Limited, at Rooms 1712-1716, 17th Floor, Hopewell Centre, 183 Queen's Road East, Hong Kong not less than 48 hours before the time for holding the meeting or adjourned meeting.

3.
In relation to proposed resolutions nos. 4 and 6 above, approval is being sought from the shareholders for the grant to the directors of a general mandate to authorise the allotment and issue of shares under the Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited (the "Listing Rules"). The directors have no immediate plans to issue any new shares of the Company other than shares which may fall to be issued under the share option scheme of the Company or any scrip dividend scheme which may be approved by shareholders.

4.
In order to qualify for the proposed final dividend, all transfers of shares, accompanied by the relevant share certificates, must be lodged with the share registrars of the Company in Hong Kong at the address stated in note 2 above not later than 4:00p.m. on 16 May 2002 for registration.

5.
In relation to proposed resolution no. 5 above, the directors wish to state that they will exercise the powers conferred thereby to repurchase shares in circumstances which they deem appropriate for the benefit of the shareholders. An explanatory statement containing the information necessary to enable the shareholders to make an informed decision to vote on the proposed resolution as required by the Listing Rules will be set out in a separate document to be despatched to the shareholders with the annual report for the year ended 31 December 2001.

Please also refer to the published version of this announcement in Hong Kong iMail
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